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VETERANS  HEALTH  PROGRAMS  IMRPOVEMENT  ACT  OF 

1992 


September  15  (legislative  day,  September  8,  1992. — Ordered  to  be  printed 


Mr.  Cranston,  from  the  Committee  on  Veterans'  Affairs, 
submitted  the  following 


REPORT 


[To  accompany  S.  2575] 

The  Committee  on  Veterans'  Affairs,  to  which  was  referred  the 
bill  (S.  2575)  to  amend  chapter  74  of  title  38,  United  States  Code,  to 
revise  certain  pay  authorities  that  apply  to  nurses  and  other 
health  care  professionals,  and  for  other  purposes,  having  consid- 
ered the  same,  reports  favorably  thereon  with  an  amendment  in 
the  nature  of  a  committee  substitute  and  an  amendment  to  the 
title,  and  recommends  that  the  bill,  as  amended,  do  pass. 

Committee  Amendments 

The  amendments  are  as  follows: 

Strike  out  all  after  the  enacting  clause  as  follows: 

[SECTION  1.  SHORT  TITLE;  REFERENCE  TO  TITLE  38. 

[(a)  Short  Title. — This  Act  may  be  cited  as  the  "Department  of  Veterans  Affairs 
Nurse  Pay  Amendments  of  1992". 

[(b)  References  to  Title  38. — Except  as  otherwise  expressly  provided,  whenever 
in  this  Act  an  amendment  or  repeal  is  expressed  in  terms  of  an  amendment  to,  or 
repeal  of,  a  section  or  other  provision,  the  reference  shall  be  considered  to  be  made 
to  a  section  or  other  provision  of  title  38,  United  States  Code. 

CSEC.  2.  REVISION  TO  NURSE  PAY  GRADE  SCHEDULE. 

[(a)  Revision. — Section  7404(b)(1)  is  amended  in  the  matter  relating  to  "NURSE 
SCHEDULE"  by  striking  out  "Director  grade."  and  all  that  follows  through  "Entry 
grade."  and  inserting  in  lieu  thereof  the  following: 

["Nurse  V. 

["Nurse  IV. 

["Nurse  III. 

["Nurse  II. 

["Nurse  I.". 
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[(b)  Conforming  Amendment. — Section  7451(b)  of  such  title  is  amended  by  strik- 
ing out  "four"  and  inserting  in  lieu  thereof  "five". 

[SEC.  3.  PERMANENT  AUTHORITY  TO  WAIVE  CERTAIN  LIMITATIONS  APPLICABLE  TO  RECEIPT  OF 
RETIREMENT  PAY  BY  NURSES. 

[Section  7426(c)  is  amended  by  striking  out  the  second  sentence. 

[SEC.  4.  AUTHORITY  TO  ESTABLISH  SPECIAL  RATES  OF  PAY  FOR  EMPLOYEES  OF  FACILITIES  LO- 
CATED OUTSIDE  THE  CONTIGUOUS  UNITED  STATES,  ALASKA,  AND  HAWAII. 

[Section  7451(a)(3)  is  amended — 

[(1)  by  striking  out  "(3)  The  rates"  and  inserting  in  lieu  thereof  "(3)(A) 
Except  as  provided  in  subparagraph  (B),  the  rates";  and 
[(2)  by  adding  at  the  end  the  following  new  subparagraph: 
["(B)  Under  such  regulations  as  the  Secretary  shall  prescribe,  the  Secretary  shall 
establish  and  adjust  the  rates  of  basic  pay  for  covered  positions  at  the  following 
health-care  facilities  in  order  to  provide  rates  that  enable  the  Secretary  to  recruit 
and  retain  sufficient  numbers  of  health-care  personnel  in  such  positions  at  such  fa- 
cilities: 

["(i)  The  Veterans  Memorial  Medical  Center  in  the  Republic  of  the  Philip- 
pines. 

["(ii)  Department  of  Veterans  Affairs  health-care  facilities  located  outside 
the  contiguous  States,  Alaska,  and  Hawaii.". 

[SEC.  5.  AUTHORITY  TO  CARRY  OUT  CERTAIN  SURVEYS  OF  LABOR  MARKETS  IN  DETERMINING 
RATES  OF  COMPENSATION  OF  HEALTH  CARE  PROFESSIONALS. 

[Section  7451(d)(3)  is  amended — 

[(1)  by  redesignating  subparagraph  (C)  and  (D)  as  subparagraphs  (E)  and  (F), 
respectively;  and 

[(2)  by  inserting  after  subparagraph  (B)  the  following  new  subparagraphs  (C) 
and  (D): 

["(C)  In  the  event  that  the  director  of  a  Department  health-care  facility  who  con- 
ducts a  survey  of  beginning  rates  of  compensation  for  corresponding  health-care  pro- 
fessionals in  the  labor-market  area  of  the  facility  under  subparagraph  (B)  deter- 
mines (under  regulations  prescribed  by  the  Secretary)  that  the  size  or  composition  of 
the  labor-market  area  provides  information  that  is  not  sufficient  to  permit  the  ad- 
justments referred  to  in  that  subparagraph  for  the  applicable  covered  positions,  the 
director  may  conduct  a  survey  of  such  rates  of  compensation  in  other  comparable 
labor-market  areas  (as  so  determined).  Any  survey  under  this  subparagraph  shall  be 
conducted  in  accordance  with  the  provisions  of  subparagraph  (B). 

["(D)  In  the  event  that  the  director  of  a  Department  health-care  facility  who  con- 
ducts a  survey  of  beginning  rates  of  compensation  for  certified  registered  nurse  an- 
esthetists in  the  labor-market  area  of  the  facility  under  subparagraph  (B),  and,  if 
appropriate,  a  survey  of  such  rates  of  compensation  for  such  nurse  anesthetists  in 
comparable  labor-market  areas  under  subparagraph  (C),  determines  (under  regula- 
tions prescribed  by  the  Secretary)  that  neither  of  the  survey  methods  described  in 
such  subparagraphs  is  sufficient  to  permit  the  adjustments  referred  to  in  subpara- 
graph (B)  for  such  nurse  anesthetists  employed  by  the  facility,  the  director  may  use 
data  on  the  compensation  paid  to  such  nurse  anesthetists  under  contracts  with  enti- 
ties that  provide  anesthesia  services  through  such  nurse  anesthetists  in  the  labor- 
market  area.". 

[SEC.  6.  REVISION  OF  BASIS  FOR  CALCULATION  OF  COMPENSATION  OF  CORRESPONDING 
HEALTH  CARE  POSITIONS. 

[Section  7451(d)(6)(A)(i)  is  amended  by  striking  out  "established"  and  inserting  in 
lieu  thereof  "paid". 

[SEC.  7.  ADJUSTMENT  IN  GRADE  OR  STEP  OF  CERTAIN  HEALTH-CARE  PROFESSIONALS  WHO 
TRANSFER  TO  OTHER  DEPARTMENT  OF  VETERANS  AFFAIRS  FACILITIES. 

[(a)  Authority  to  Adjust. — Subsection  (e)  of  section  7452  is  amended — 

[(1)  by  striking  out  "(e)  An  employee"  and  inserting  in  lieu  thereof  "(e)(1) 
Except  as  provided  in  paragraph  (2),  an  employee";  and 
[(2)  by  adding  at  the  end  the  following  new  paragraph  (2): 
["(2)  The  Secretary  may  establish  for  an  employee  referred  to  in  paragraph  (1) 
who  transfers  (upon  the  request  of  the  Secretary)  to  that  facility  a  rate  of  basic  pay 
that  is  higher  than  the  rate  of  basic  pay  otherwise  paid  by  that  facility  to  an  em- 
ployee of  that  grade  and  step  if  the  Secretary  determines  that  such  rate  of  pay  is 
necessary  to  recruit  the  employee  for  employment  in  that  facility.  Whenever  the 
Secretary  exercises  the  authority  under  the  preceding  sentence  relating  to  the  rate 
of  basic  pay  of  a  transferred  employee,  the  Secretary  shall,  in  the  next  annual 
report  required  under  section  7451(g)  of  this  title,  provide  justification  for  doing  so.". 
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[(b)  Conforming  Amendment. — Section  7451(g)  is  amended  by  adding  at  the  end 
the  following  new  paragraph: 

["(9)  The  justification  required  by  section  7452(e)(2)  of  this  title.". 

[SEC.  8.  PERMANENT  AUTHORITY  TO  FURNISH  RESPITE  CARE. 

[Section  1720B  is  amended  by  striking  out  subsection  (c). 

[SEC.  9.  EXTENSION  OF  AUTHORITY  TO  ENTER  INTO  CONTRACTS  WITH  RESPECT  TO  THE  VETER- 
ANS MEMORIAL  MEDICAL  CENTER  IN  THE  PHILIPPINES. 

[Section  1732(a)  is  amended  in  the  matter  above  paragraph  (1)  by  striking  out 
"September  30,  1992,"  and  inserting  in  lieu  thereof  "December  31,  1996,". 

[SEC.  10.  PERMANENT  AUTHORITY  TO  CARRY  OUT  HEALTH  PROFESSIONAL  SCHOLARSHIP  PRO- 
GRAM. 

[(a)  Permanent  Authority. — Subchapter  II  of  chapter  76  is  amended  by  striking 
out  section  7618. 

[(b)  Technical  Amendment. — The  table  of  sections  at  the  beginning  of  such 
chapter  76  is  amended  by  striking  out  the  item  relating  to  section  7618. 

[SEC.  11.  PERMANENT  AUTHORITY  TO  MAKE  GRANTS  TO  STATES  RELATING  TO  STATE  HOMES. 

[Section  8133(a)  is  amended  in  the  first  sentence  by  striking  out  "through  Sep- 
tember 30,  1992."  and  inserting  in  lieu  thereof  a  period.] 

and  insert  in  lieu  thereof  the  following: 

SECTION  1.  SHORT  TITLE;  REFERENCE  TO  TITLE  38. 

(a)  Short  Title. — ^This  Act  may  be  cited  as  the  "Veterans  Health  Programs  Im- 
provement Act  of  1992". 

(b)  References  to  Title  38, — Except  as  otherwise  expressly  provided,  whenever  in 
this  Act  an  amendment  or  repeal  is  expressed  in  terms  of  an  amendment  to,  or 
repeal  of,  a  section  or  other  provision,  the  reference  shall  be  considered  to  be  made 
to  a  section  or  other  provision  of  title  38,  United  States  Code. 

TITLE  I— NURSE  PAY 


SEC.  101.  REVISION  TO  NURSE  PAY  GRADE  SCHEDULE. 

(a)  Revision. — Section  7404(b)(1)  is  amended  in  the  matter  relating  to  "NURSE 
SCHEDULE"  by  striking  out  "Director  grade."  and  all  that  follows  through  "Entry 
grade."  and  inserting  in  lieu  thereof  the  following: 

"Nurse  V. 
"Nurse  IV. 
"Nurse  III. 
"Nurse  II. 
"Nurse  I.". 

(b)  Conforming  Amendment. — Section  7451(b)  of  such  title  is  amended  by  strik- 
ing out  "four"  and  inserting  in  lieu  thereof  "five". 

SEC.  102.  authority  TO  ESTABLISH  SPECIAL  RATES  OF  PAY  FOR  EMPLOYEES  OF  FACILITIES 
LOCATED  OUTSIDE  THE  CONTIGUOUS  UNITED  STATES,  ALASKA,  AND  HAWAII. 

Section  7451(a)(3)  is  amended — 

(1)  by  striking  out  "(3)  The  rates"  and  inserting  in  lieu  thereof  "(3)(A)  Except 
as  provided  in  subparagraph  (B),  the  rates";  and 

(2)  by  adding  at  the  end  the  following  new  subparagraph: 

"(B)  Under  such  regulations  as  the  Secretary  shall  prescribe,  the  Secretary  shall 
establish  and  adjust  the  rates  of  basic  pay  for  covered  positions  at  the  following 
health-care  facilities  in  order  to  provide  rates  that  enable  the  Secretary  to  recruit 
and  retain  sufficient  numbers  of  health-care  personnel  in  such  positions  at  such  fa- 
cilities: 

"(i)  The  Veterans  Memorial  Medical  Center  in  the  Republic  of  the  Philip- 
pines. 

"(ii)  Department  of  Veterans  Affairs  health-care  facilities  located  outside  the 
contiguous  States,  Alaska,  and  Hawaii.". 

SEC.  103.  AUTHORITY  TO  CARRY  OUT  CERTAIN  SURVEYS  OF  LABOR  MARKETS  IN  DETERMINING 
RATES  OF  COMPENSATION  OF  HEALTH  CARE  PROFESSIONALS. 

Section  7451(d)(3)  is  amended— 

(1)  by  redesignating  subparagraphs  (C)  and  (D)  as  subparagraphs  (E)  and  (F), 
respectively;  and 


4 

(2)  by  inserting  after  subparagraph  (B)  the  following  new  subparagraphs  (C) 
and  (D): 

"(C)  In  the  event  that  the  director  of  a  Department  health-care  facility  who  con- 
ducts a  survey  of  beginning  rates  of  compensation  for  corresponding  health-care  pro- 
fessionals in  the  labor-market  area  of  the  facility  under  subparagraph  (B)  deter- 
mines (under  regulations  prescribed  by  the  Secretary)  that  the  size  or  composition  of 
the  labor-market  area  provides  information  that  is  not  sufficient  to  permit  the  ad- 
justments referred  to  in  that  subparagraph  for  the  applicable  covered  positions,  the 
director  may  conduct  a  survey  of  such  rates  of  compensation  in  other  comparable 
labor-market  areas  (as  so  determined).  Any  survey  under  this  subparagraph  shall  be 
conducted  in  accordance  with  the  provisions  of  subparagraph  (B). 

"(D)  In  the  event  that  the  director  of  a  Department  health-care  facility  who  con- 
ducts a  survey  of  beginning  rates  of  compensation  for  certified  registered  nurse  an- 
esthetists in  the  labor-market  area  of  the  facility  under  subparagraph  (B),  and,  if 
appropriate,  a  survey  of  such  rates  of  compensation  for  such  nurse  anesthetists  in 
comparable  labor-market  areas  under  subparagraph  (C),  determines  (under  regula- 
tions prescribed  by  the  Secretary)  that  neither  of  the  survey  methods  described  in 
such  subparagraphs  is  sufficient  to  permit  the  adjustments  referred  to  in  subpara- 
graph (B)  for  such  nurse  anesthetists  employed  by  the  facility,  the  director  may  use 
data  on  the  beginning  rates  of  compensation  paid  to  certified  registered  nurse  anes- 
thetists who  are  employed  on  a  salary  basis  by  entities  that  provide  anesthesia  serv- 
ices through  certified  registered  nurse  anesthetists  in  the  labor-market  area.  For 
the  purposes  of  this  subparagraph,  certified  registered  nurse  anesthetists  who  are  so 
employed  by  such  entities  shall  be  deemed  to  be  corresponding  health-care  profes- 
sionals to  the  certified  registered  nurse  anesthetists  employed  by  the  facility.  ". 

SEC.  104.  REVISION  OF  BASIS  FOR  CALCULATION  OF  COMPENSATION  OF  CORRESPONDING 
HEALTH  CARE  POSITIONS. 

Section  7451(d)(6)(A)(i)  is  amended  by  striking  out  "established"  and  inserting  in 
lieu  thereof  "paid". 

SEC.  105.  ADJUSTMENT  IN  GRADE  OR  STEP  OF  CERTAIN  HEALTH-CARE  PROFESSIONALS  WHO 
TRANSFER  TO  OTHER  DEPARTMENT  OF  VETERANS  AFFAIRS  FACILITIES. 

(a)  Authority  to  Adjust. — Subsection  (e)  of  section  7452  is  amended — 

(1)  by  inserting  "(1)"  after  "(e)";  and 

(2)  by  adding  at  the  end  the  following  new  paragraph  (2): 

"(2)  The  Secretary  may  establish  for  an  employee  referred  to  in  paragraph  (1)  who 
transfers  upon  the  request  of  the  Secretary  (but  not  pursuant  to  a  disciplinary 
action  otherwise  authorized  by  law)  to  a  new  facility  a  rate  of  basic  pay  that  is 
higher  than  the  rate  of  basic  pay  otherwise  paid  by  the  new  facility  to  an  employee 
of  that  grade  and  step  if  the  Secretary  determines  that  such  rate  of  pay  is  necessary 
to  recruit  the  employee  for  employment  in  the  new  facility.  Whenever  the  Secretary 
exercises  the  authority  under  the  preceding  sentence  relating  to  the  rate  of  basic 
pay  of  a  transferred  employee,  the  Secretary  shall,  in  the  next  annual  report  re- 
quired under  section  7451(g)  of  this  title,  provide  justification  for  doing  so.". 

(b)  Conforming  Amendment. — Section  7451(g)  is  amended  by  adding  at  the  end 
the  following  new  paragraph: 

"(9)  The  justification  required  by  section  7452(e)(2)  of  this  title.". 

TITLE  II— PREVENTIVE  HEALTH  CARE 

SEC.  201.  IMPROVEMENT  OF  PREVENTIVE  HEALTH  SERVICES. 

(a)  In  General.— The  text  of  section  1762  is— 

(1)  transferred  to  section  1701;  and 

(2)  redesignated  as  paragraph  (9)  of  such  section  1701. 

(b)  Improvement. — Such  paragraph  (9)  is  amended — 

(1)  by  striking  out  "For  the  purposes  of  this  subchapter,  the  term  'preventive 
health-care  services'  means"  and  inserting  in  lieu  thereof  "The  term  'preventive 
health  services'  means"; 

(2)  by  redesignating  paragraphs  (1),  (2),  (3),  (4),  (5),  (6),  (7),  (8),  (9),  (10),  and  (11) 
as  subparagraphs  (A),  (B),  (C),  (D),  (E),  (F),  (G),  (H),  (I),  (J),  and  (K),  respectively; 
and 

(3)  by  striking  out  subparagraphs  (A)  and  (B)  (as  so  redesignated)  and  insert- 
ing in  lieu  thereof  the  following: 

"(A)  periodic  medical  and  dental  examinations  (including  screening  for  high 
blood  pressure,  glaucoma,  high  cholesterol,  and  colorectal  and  gender-specific 
cancers); 
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"(B)  patient  health  education  (including  education  relating  to  nutrition,  stress 
management,  physical  fitness,  and  stopping  smoking);". 

(c)  (Conforming  Amendment.— Section  1701(6)(A)(i)  is  amended  by  striking  out 
"preventive  health-care  services  as  defined  in  section  1762  of  this  title,"  and  insert- 
ing in  lieu  thereof  "preventive  health  services,". 

(d)  Effective  Date. — The  amendments  made  by  subsections  (a),  (b),  and  (c)  shall 
take  effect  on  the  date  of  the  enactment  of  this  Act. 

SEC.  202.  REPEAL  OF  PILOT  PROGRAM. 

(a)  Repeal. — Subchapter  VII  of  chapter  17  is  repealed. 

(b)  Clerical  Amendment. — The  table  of  sections  at  the  beginning  of  chapter  17  is 
amended  by  striking  out  the  matter  relating  to  subchapter  VII. 

(c)  Effective  Date. — The  amendments  made  by  subsections  (a)  and  (b)  shall  take 
effect  on  the  date  of  the  enactment  of  this  Act. 

SEC.  203.  NATIONAL  CENTER  FOR  PREVENTIVE  HEALTH. 

(a)  Establishment. — (1)  Subchapter  II  of  chapter  73  is  amended  by  adding  at  the 
end  the  following  new  section: 

"§  7318.  National  Center  for  Preventive  Health 

"(a)(1)  The  Chief  Medical  Director  shall  establish  and  operate  in  the  Veterans 
Health  Administration  a  National  Center  for  Preventive  Health  (hereafter  in  this 
section  referred  to  as  the  'Center'). 

"(2)  The  head  of  the  Center  is  the  Director  of  Preventive  Health  (hereafter  in  this 
section  referred  to  as  the  'Director'). 

"(3)  The  Chief  Medical  Director  shall  provide  the  Center  with  such  staff  and  other 
support  as  may  be  necessary  for  the  (Center  to  carry  out  effectively  its  functions 
under  this  section. 

"(b)  The  purposes  of  the  Center  are  as  follows: 

"(1)  To  provide  a  central  office  for  monitoring  and  encouraging  the  activities 
of  the  Veterans  Health  Administration  with  respect  to  the  provision,  evalua- 
tion, and  improvement  of  preventive  health  services. 

"(2)  To  promote  the  expansion  and  improvement  of  clinical,  research,  and 
educational  activities  of  the  Veterans  Health  Administration  with  respect  to 
such  services. 

"(c)  In  carrying  out  the  purposes  of  the  Center  under  this  section,  the  Director 
shall— 

"(1)  develop  and  maintain  current  information  on  clinical  activities  of  the 
Veterans  Health  Administration  relating  to  preventive  health  services,  includ- 
ing activities  relating  to — 

"(A)  the  on-going  provision  of  regularly-furnished  services;  and 
"(B)  patient  education  and  screening  programs  carried  out  throughout 
the  Administration; 
"(2)  develop  and  maintain  detailed  current  information  on  research  activities 
of  the  Veterans  Health  Administration  relating  to  preventive  health  services; 

"(3)  in  order  to  encourage  the  effective  provision  of  preventive  health  services 
by  Veterans  Health  Administration  personnel — 

"(A)  ensure  the  dissemination  to  such  personnel  of  any  appropriate  infor- 
mation on  such  services  that  is  derived  from  research  carried  out  by  the 
Administration;  and 

"(B)  acquire  and  ensure  the  dissemination  to  such  personnel  of  any  ap- 
propriate information  on  research  and  clinical  practices  relating  to  such 
services  that  are  carried  out  by  researchers,  clinicians,  and  educators  who 
are  not  affiliated  with  the  Administration; 
"(4)  encourage  and  monitor  the  implementation  within  the  Veterans  Health 
Administration  of  the  recommendations  on  preventive  health  services  of  the 
Advisory  Committee  on  Preventative  Health  Services  established  under  section 
7319  of  this  title; 

"(5)  ensure  transmission  to  the  Advisory  Committee  of  inquiries  of  the  Secre- 
tary or  the  Chief  Medical  Director,  and  the  responses  of  the  Advisory  Commit- 
tee to  such  inquiries; 

"(6)  facilitate  the  optimal  use  of  the  unique  resources  of  the  Department  for 
cooperative  research  into  health  outcomes  by  initiating  recommendations,  and 
responding  to  requests  of  the  Chief  Medical  Director  and  the  Director  of  the 
Medical  and  Prosthetic  Research  Service,  for  such  research  into  preventive 
health  services;  and 


"(1)  provide  advisory  services  to  personnel  of  Department  health-care  facili- 
ties with  respect  to  the  planning  or  furnishing  of  preventive  health  services  by 
such  personnel. 

"(d)  In  this  section,  the  term  'preventive  health  services'  has  the  meaning  given 
such  term  in  section  1701(9)  of  this  title.". 

(2)  The  table  of  sections  at  the  beginning  of  chapter  73  is  amended  by  adding  after 
the  item  relating  section  7317  the  following: 

"7318.  National  Center  for  Preventive  Health.". 

(b)  Position  of  Director  of  Center. — 

(1)  Position. — Subsection  (a)  of  section  7306  is  amended — 

(A)  by  redesignating  paragraph  (7)  as  paragraph  (8);  and 

(B)  by  inserting  after  paragraph  (6)  the  following  new  paragraph  (7): 

"(7)  The  Director  of  the  National  Center  for  Preventive  Health,  who  shall  be 
responsible  to  the  Chief  Medical  Director  for  the  operation  of  the  Center.". 

(2)  Conforming  amendment. — Subsection  (c)  of  such  section  is  amended  in 
the  second  sentence  by  striking  out  "and  (4)"  and  inserting  in  lieu  thereof  "(4), 
and  (7)". 

(c)  Annual  Report. — (1)  Not  later  than  August  31,  1993,  and  on  an  annual  basis 
thereafter,  the  National  Center  for  Preventive  Health  established  under  section 
7318  of  title  38,  United  States  Code  (as  added  by  subsection  (a)),  shall  issue  a  report 
on  the  programs,  activities,  and  findings  of  the  Department  of  Veterans  Affairs  on 
preventive  health  services  during  the  12-month  period  preceding  the  date  of  the 
report  to  health-care  professionals  and  organizations  that  have  an  interest  in  the 
provision  of  such  services. 

(2)  In  this  subsection,  the  term  'preventive  health  services'  has  the  meaning  given 
such  term  in  section  1701(9)  of  title  38,  United  States  Code  (as  added  by  section  201 
of  this  Act). 

(d)  Authorization  of  Appropriations. — ^There  is  authorized  to  be  appropriated 
$2,500,000  to  the  Medical  Care  General  and  Special  Fund  of  the  Department  of  Vet- 
erans Affairs  for  each  fiscal  year  after  fiscal  year  1992  for  the  purpose  of  permitting 
the  National  Center  for  Preventive  Health  established  under  section  7318  of  title  38, 
United  States  Code  (as  added  by  subsection  (a)),  to  carry  out  research,  clinical,  edu- 
cational, and  administrative  activities  under  such  section  7318.  Such  activities  shall 
be  deemed  to  be  part  of  the  operation  of  health-care  facilities  of  the  Department 
without  regard  to  the  location  at  which  such  activities  are  carried  out. 

SEC.  204.  ADVISORY  COMMITTEE  ON  PREVENTIVE  HEALTH  SERVICES. 

(a)  EsTABUSHMENT. — Subchapter  II  of  chapter  73,  as  amended  by  section  203  of 
this  Act,  is  further  amended  by  inserting  after  section  7318  the  following  new  sec- 
tion: 

"§  7319.  Preventive  Health  Services  Advisory  Committee 

"(a)  The  Secretary  shall  establish  a  Preventive  Health  Services  Advisory  Commit- 
tee (hereafter  in  this  section  referred  to  as  the  'Committee'). 

"(b)(1)  The  membership  of  the  Committee  shall  be  appointed  by  the  Secretary, 
upon  the  recommendation  of  the  Chief  Medical  Director,  from  individuals  who  are 
not  employees  of  the  Department,  and  shall  include  individuals  who  are  not  employ- 
ees of  the  Federal  Government  and  who  have  demonstrated  interest  and  expertise 
in  research,  education,  and  clinical  activities  related  to  the  provision  of  preventive 
health  services,  and  at  least  one  representative  of  veterans  who  receive  health-care 
services  from  the  Veterans  Health  Administration. 

"(2)  The  Secretary,  upon  the  recommendation  of  the  Chief  Medical  Director,  shall 
invite  appropriate  representatives  of  other  departments  and  agencies  of  the  Federal 
Government  to  participate  in  the  activities  of  the  Committee. 

"(3)  The  Secretary  shall  provide  the  Committee  with  such  staff  and  other  support 
as  may  be  necessary  for  the  Committee  to  carry  out  effectively  its  functions  under 
this  section. 

"(c)(1)  The  Committee  shall— 

"(A)  identify  for  the  Secretary — 

"(i)  the  types  of  preventive  health  services  that  are  appropriate  for  par- 
ticular groups  of  veterans;  and 

"(ii)  the  areas  of  inquiry  within  the  field  of  such  services  that  the  Com- 
mittee determines  to  be  suitable  for  the  pursuit  of  new  or  additional  clini- 
cal research  by  the  Department; 
"(B)  make  recommendations  to  the  Secretary  on — 

"(i)  various  means  of  initiating,  enhancing,  modifying,  or  discontinuing 
the  provision  of  preventive  health  services  by  the  Department  in  order  to 
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ensure  that  such  groups  of  veterans  are  provided  with  appropriate  preven- 
tive health  services;  and 

"(ii)  various  means  of  ensuring  the  continued  provision  of  preventive 
health  services  by  the  Department; 
"(C)  advise  the  Secretary  on  general  developments  in  the  fields  of  research 
and  clinical  activities  related  to  preventive  health  services;  and 

"(D)  respond  to  requests  of  the  Secretary  or  the  Chief  Medical  Director  for 
information  on  specific  research  and  clinical  activities  and  ethical  matters  relat- 
ed to  such  activities. 

"(2)  The  Committee  shall  transmit  any  identifications,  recommendations,  and 
advice  to  the  Secretary  under  subparagraphs  (A),  (B),  and  (C)  of  paragraph  (1) 
through  the  Chief  Medical  Director. 

"(d)(1)  Not  later  than  August  1,  1993,  and  on  an  annual  basis  thereafter,  the  Com- 
mittee shall  submit  to  the  Secretary  a  report  on  the  activities  of  the  Committee 
with  respect  to  the  matters  referred  to  in  subsection  (c)(1)  during  the  12-month 
period  preceding  the  date  of  the  report. 

"(2)  The  Committee  shall  submit  to  the  Secretary,  through  the  Chief  Medical  Di- 
rector, such  reports  in  addition  to  the  reports  referred  to  in  paragraph  (1)  as  the 
Committee  considers  appropriate  with  respect  to  the  matters  referred  to  in  subsec- 
tion (c)(1).  Not  later  than  90  days  after  receipt  of  a  report  under  this  paragraph,  the 
Secretary  shall  transmit  the  report,  together  with  the  Secretary's  comments  and 
recommendations  thereon,  to  the  appropriate  committees  of  the  Congress. 

"(e)  In  this  section,  the  term  'preventive  health  services'  has  the  meaning  given 
such  term  in  section  1701(9)  of  this  title.". 

(b)  Clerical  Amendment. — The  table  of  sections  at  the  beginning  of  chapter  73  is 
amended  by  inserting  after  the  item  relating  to  section  7318,  as  added  by  section  203 
of  this  Act,  the  following: 

"7319.  Preventive  Health  Services  Advisory  Committee.". 
SEC.  205.  REPORTS. 

(a)  Reports. — Not  later  than  October  31,  1993,  and  on  an  annual  basis  thereafter, 
the  Secretary  of  Veterans  Affairs  shall  submit  to  the  Committees  on  Veterans'  Af- 
fairs of  the  Senate  and  House  of  Representatives  a  report  including  the  following: 
(1)  A  description  of  the  programs  and  activities  of  the  Department  of  Veter- 
ans Affairs  with  respect  to  preventive  health  services  during  the  12-month 
period  preceding  the  date  of  the  report,  including — 

(A)  the  programs  conducted  by  the  Department — 

(i)  to  educate  veterans  with  respect  to  health  promotion  and  disease 
prevention;  and 

(ii)  to  provide  veterans  with  preventive  health  screenings  and  other 
clinical  services,  with  such  description  setting  forth  the  t3rpes  of  re- 
sources used  by  the  Department  to  conduct  such  screenings  and  serv- 
ices and  the  number  of  veterans  reached  by  such  screenings  and  serv- 
ices; 

(B)  the  means  by  which  the  Secretary  addressed  the  specific  preventive 
health  services  needs  of  particular  groups  of  veterans  (including  veterans 
with  service-connected  disabilities,  elderly  veterans,  low-income  veterans, 
women  veterans,  institutionalized  veterans,  and  veterans  who  are  at  risk 
for  mental  illness); 

(C)  the  manner  in  which  the  provision  of  such  services  was  coordinated 
with  the  activities  of  the  Medical  and  Prosthetic  Research  Service  of  the 
Department  and  the  National  Center  for  Preventive  Health; 

(D)  the  manner  in  which  the  provision  of  such  services  was  integrated 
into  training  programs  of  the  Department,  including  initial  and  continuing 
medical  training  of  medical  students,  residents,  and  Department  staff; 

(E)  the  manner  in  which  the  Department  participated  in  cooperative  pre- 
ventive health  efforts  with  other  governmental  and  private  entities  (includ- 
ing State  and  local  health  promotion  offices  and  not-for-profit  organiza- 
tions); 

(F)  the  specific  research  carried  out  by  the  Department  with  respect  to 
the  long-term  relationships  among  screening  activities,  treatment,  and  mor- 
bidity and  mortality  outcomes;  and 

(G)  the  cost  effectiveness  of  such  programs  and  activities,  including  an  ex- 
planation of  the  means  by  which  the  costs  and  benefits  (including  the  qual- 
ity of  life  of  veterans  who  participate  in  such  programs  and  activities)  of 
such  programs  and  activities  are  measured. 
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(2)  A  specific  description  of  research  activities  on  preventive  health  services 
carried  out  during  that  period  using  employees,  funds,  equipment,  office  space, 
or  other  support  services  of  the  Department,  with  such  description  setting 
forth— 

(A)  the  source  of  funds  for  such  activities; 

(B)  the  articles  or  publications  (including  the  authors  of  such  articles  and 
publications)  in  which  such  activities  are  described; 

(C)  the  Federal,  State,  or  local  governmental  entity  or  private  entity,  if 
any,  with  which  such  activities  were  carried  out;  and 

(D)  the  clinical,  research,  or  staff  education  projects  for  which  funding  ap- 
plications were  submitted  (including  the  source  of  the  funds  applied  for) 
and  upon  which  a  decision  is  pending  or  was  denied, 

(3)  With  respect  to  the  Preventive  Health  Services  Advisory  Committee  estab- 
lished under  section  7319  of  title  38,  United  States  Code  (as  added  by  section  204 
of  this  Act) — 

(A)  the  membership  list  of  the  Advisory  Committee  during  the  12-month 
period  preceding  the  date  of  the  report; 

(B)  a  description  of  matters  referred  by  the  Secretary  or  the  Chief  Medi- 
cal Director  of  the  Department  to  the  Advisory  Committee  during  that 
period; 

(C)  the  most  recent  annual  report  submitted  to  the  Secretary  by  the  head 
of  the  Advisory  Committee; 

(D)  the  comments  and  recommendations  of  the  Secretary,  after  consulta- 
tion with  the  Chief  Medical  Director,  with  respect  to  that  annual  report; 
and 

(E)  a  description  of  any  activities  of  the  Department  to  carry  out  any  pro- 
posals or  recommendations  contained  in  that  annual  report. 

(4)  An  accounting  of  the  expenditure  of  funds  during  that  period  by  the  Na- 
tional Center  for  Preventive  Health  established  under  section  7318  of  title  38, 
United  States  Code  (as  added  by  section  204  of  this  Act). 

(b)  Definition. — In  this  section,  the  term  "preventive  health  services"  h£is  the 
meaning  given  such  term  in  section  1701(9)  of  title  38,  United  States  Code  (as  added 
by  section  201  of  this  Act). 

TITLE  III— STATE  HOME  FACILITIES 

SEC.  301.  TREATMENT  OF  COMPENSATION  OF  VETERANS  UNDER  CERTAIN  REHABILITATIVE 
SERVICES  PROGRAMS. 

Section  1718  is  amended  by  adding  at' the  end  the  following  new  subsection: 
"(g)(1)  Neither  a  veteran's  participation  in  a  program  of  rehabilitative  services 
that  is  provided  as  part  of  the  veteran's  care  furnished  by  a  State  home  and  is  ap- 
proved by  the  Secretary  as  conforming  appropriately  to  standards  for  activities  car- 
ried out  under  this  section  nor  a  veteran's  receipt  of  payment  as  a  result  of  such 
participation  may  be  considered  as  a  basis  for  the  denial  or  discontinuance  of  a 
rating  of  total  disability  for  purposes  of  compensation  or  pension  based  on  the  veter- 
an's inability  to  secure  or  follow  a  substantially  gainful  occupation  as  a  result  of 
disability. 

"(2)  A  payment  made  to  a  veteran  under  a  program  of  rehabilitative  services  de- 
scribed in  paragraph  (1)  shall  be  considered  for  the  purposes  of  chapter  15  of  this 
title  to  be  a  donation  from  a  public  or  private  relief  or  welfare  organization.". 

SEC.  302.  EXTENSION  OF  PERIOD  FOR  COMPLETION  OF  CONDITIONALLY  APPROVED  APPLICA- 
TIONS FOR  CONSTRUCTION. 

(a)  Extension  of  Period.— Section  8135(b)(6)(A)  is  amended  by  striking  out  "90 
days"  and  inserting  in  lieu  thereof  "180  days". 

(b)  Effective  Date. — The  amendment  made  by  subsection  (a)  shall  take  effect  on 
October  1,  1992,  and  shall  apply  to  projects  conditionally  approved  on  or  after  that 
date. 

SEC.  303.  LIMITED  PROHIBITION  ON  OBLIGATION  OF  FUNDS  FOR  RESCINDED  PROJECTS. 

(a)  Prohibition.— Section  8135(b)(6)(B)  is  amended  by  adding  at  the  end  the  follow- 
ing: "In  the  event  the  Secretary  rescinds  conditional  approval  of  a  project  under 
this  subparagraph,  the  Secretary  may  not  further  obligate  funds  for  the  project 
during  the  fiscal  year  in  which  the  Secretary  rescinds  such  approval.". 

(b)  Effective  Date. — ThiB  amendment  made  by  subsection  (a)  shall  take  effect  on 
October  1,  1992,  and  shall  apply  to  rescissions  made  on  or  after  that  date. 
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SEC.  304.  COMMENCEMENT  DATE  FOR  RECAPTURE  PERIOD. 

(a)  Commencement  Date. — Section  8136  is  amended  by  striking  out  "within  20 
years  after  completion  of  any  project"  and  inserting  in  lieu  thereof  "within  the  20- 
year  period  beginning  on  the  date  of  the  approval  by  the  Secretary  of  the  final  ar- 
chitectural and  engineering  inspection  of  any  project". 

(b)  Technical  Amendment. — Such  section  is  further  amended  by  striking  out 
"such  facilities  cease"  and  inserting  in  lieu  thereof  "the  facilities  covered  by  the 
project  cease". 

SEC.  305.  COMMENCEMENT  DATE  FOR  PAYMENT  OF  PER  DIEM. 

Section  1741  is  amended  by  adding  at  the  end  the  following: 

"(e)  Subject  to  section  1743,  the  pajmient  of  per  diem  for  care  furnished  in  a  State 
home  facility  shall  commence  on  the  date  of  the  completion  of  the  inspection  for 
recognition  of  the  facility  under  section  1742(a)  of  this  title  if  the  Secretary  deter- 
mines, as  a  result  of  that  inspection,  that  the  State  home  meets  the  standards  de- 
scribed in  such  section  1742(a).". 

TITLE  IV— RURAL  HEALTH-CARE  CLINICS 

SEC.  401.  RURAL  HEALTH-CARE  CLINIC  PROGRAM. 

(a)  Establishment  of  Program. — Chapter  17  is  amended  by  adding  at  the  end  of 
subchapter  II  the  following  new  section: 

"§  1720D.  Health  care  through  rural  clinics 

"(a)  During  the  three-year  period  beginning  on  October  1,  1992,  the  Secretary 
shall  conduct  a  rural  health-care  clinic  program  in  States  where  significant  num- 
bers of  veterans  reside  in  areas  geographically  remote  from  existing  health-care  fa- 
cilities (as  determined  by  the  Secretary).  The  Secretary  shall  conduct  the  program 
in  accordance  with  this  section. 

"(b)(1)  In  canying  out  the  rural  health-care  clinic  program,  the  Secretary  shall 
furnish  medical  services  to  the  veterans  described  in  subsection  (c)  through  use  of — 
"(A)  mobile  health-care  clinics  equipped,  operated,  and  maintained  by  person- 
nel of  the  Department;  and 

"(B)  other  t5rpes  of  rural  clinics,  including  part-time  stationary  clinics  for 
which  the  Secretary  contracts  and  part-time  stationary  clinics  operated  by  per- 
sonnel of  the  Department. 
"(2)  The  Secretary  shall  furnish  services  under  the  rural  health-care  clinic  pro- 
gram in  areas — 

"(A)  that  are  more  than  100  miles  from  a  Department  general  health-care  fa- 
cility; and 

"(B)  that  are  less  than  100  miles  from  such  a  facility,  if  the  Secretary  deter- 
mines that  the  furnishing  of  such  services  in  such  areas  is  appropriate. 
"(c)  A  veteran  eligible  to  receive  medical  services  through  rural  health-care  clinics 
under  the  program  is  any  veteran  eligible  for  medical  services  under  section  1712  of 
this  title. 

"(d)  The  Secretary  shall  commence  operation  of  at  least  three  rural  health-care 
clinics  (at  least  one  of  which  shall  be  a  mobile  health-care  clinic)  in  each  fiscal  year 
of  the  program.  The  Secretary  may  not  operate  more  than  one  mobile  health-care 
clinic  under  the  authority  of  this  section  in  any  State  in  any  such  fiscal  year. 

"(e)  Not  later  than  December  31,  1996,  the  Secretary  shall  submit  to  Congress  a 
report  containing  an  evaluation  of  the  program.  The  report  shall  include  the  follow- 
ing: 

"(1)  A  description  of  the  program,  including  information  with  respect  to — 
"(A)  the  number  and  type  of  rural  health-care  clinics  operated  under  the 
program; 

"(B)  the  States  in  which  such  clinics  were  operated; 

"(C)  the  medical  services  furnished  under  the  program,  including  a  de- 
tailed specification  of  the  cost  of  such  services; 

"(D)  the  veterans  who  were  furnished  services  under  the  program,  setting 
forth  (i)  the  numbers  and  percentages  of  the  veterans  who  had  service-con- 
nected disabilities,  (ii)  of  the  veterans  having  such  disabilities,  the  numbers 
and  percentages  who  were  furnished  care  for  such  disabilities,  (iii)  the  ages 
of  the  veterans,  (iv)  taking  into  account  the  veterans'  past  use  of  Depart- 
ment health-care  facilities,  an  analysis  of  the  extent  to  which  the  veterans 
would  have  received  medical  services  from  the  Department  outside  the  pro- 
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gram  and  the  types  of  services  they  would  have  received,  and  (v)  the  finan- 
cial circumstances  of  the  veterans;  and 

"(E)  the  types  of  personnel  who  furnished  services  to  veterans  under  the 
program,  including  any  difficulties  in  the  recruitment  or  retention  of  such 
personnel. 

"(2)  An  assessment  by  the  Secretary  of  the  cost-effectiveness  and  efficiency  of 
furnishing  medical  services  to  veterans  through  various  types  of  rural  clinics 
(including  mobile  health-care  clinics  operated  under  the  pilot  program  conduct- 
ed pursuant  to  section  113  of  the  Veterans'  Benefits  and  Services  Act  of  1988 
(Public  Law  100-322;  38  U.S.C.  1712  note)). 

"(3)  Any  plans  for  administrative  action,  and  any  recommendations  for  legis- 
lation, that  the  Secretary  considers  appropriate. 
"(f)  For  the  purposes  of  this  section,  the  term  'Department  general  health-care  fa- 
cility' has  the  meaning  given  such  term  in  section  1712A(i)(2)  of  this  title.". 

(b)  Clerical  Amendment. — The  table  of  sections  at  the  beginning  of  chapter  17  is 
amended  by  inserting  after  the  item  relating  to  section  1720C  the  following  new 
item: 

"1720D.  Health  care  through  rural  clinics.". 

(c)  Authorization  of  Appropriations. — (1)  There  is  authorized  to  be  appropriated 
to  the  Department  of  Veterans  Affairs  to  carry  out  the  rural  health-care  clinics  pro- 
gram provided  for  in  section  1720D  of  title  38,  United  States  Code  (as  added  by  sub- 
section (a)),  the  following: 

(A)  For  fiscal  year  1993,  $3,000,000. 

(B)  For  fiscal  year  1994,  $6,000,000. 

(C)  For  fiscal  year  1995,  $9,000,000. 

(2)  Amounts  appropriated  pursuant  to  such  authorization  may  not  be  used  for  any 
other  purpose. 

(3)  No  funds  may  be  expended  to  carry  out  the  rural  health-care  clinics  program 
provided  for  in  such  section  1720D  (as  so  added)  unless  expressly  provided  for  in  an 
appropriations  Act. 

TITLE  V— telephone  USE  DEMONSTRATION 

PROJECT 


SEC.  501.  DEMONSTRATION  PROJECTS  TO  EVALUATE  TELEPHONES  FOR  PATIENT  USE  AT  DEPART- 
MENT HEALTH-CARE  FACILITIES. 

(a)  Demonstration  Projects. — In  accordance  with  this  section,  the  Secretary  of 
Veterans  Affairs  shall  carry  out  demonstration  projects  to  evaluate  the  feasibility 
and  desirability  of — 

(1)  the  installation  of  telephones  in  Department  of  Veterans  Affairs  health- 
care facilities;  and 

(2)  the  use  of  such  telephones  by  the  patients  of  such  health-care  facilities. 

(b)  Demonstration  Facilities. — The  Secretary  shall  carry  out  a  demonstration 
project  under  this  section  at  the  following  Department  health-care  facilities: 

(1)  Philadelphia  Department  of  Veterans  Affairs  Medical  Center,  Philadel- 
phia, Pennsylvania. 

(2)  Tucson  Department  of  Veterans  Affairs  Medical  Center,  Tucson,  Arizona. 

(c)  Project  Activities. — (1)  In  carrying  out  a  demonstration  project  under  this 
section  at  a  facility  referred  to  in  subsection  (b),  the  Secretary  shall — 

(A)  install  and  maintain  telephones  of  an  appropriate  number  and  type  (as 
determined  by  the  Secretary)  in  patient  rooms  of  the  facility;  and 

(B)  subject  to  paragraph  (2),  provide  for  the  use  of  such  telephones  by  patients 
who  are  assigned  to  such  rooms  while  receiving  care  at  the  facility. 

(2)  The  Secretary  shall  ensure  that  patients  who  use  telephones  pursuant  to  para- 
graph (1)(B)  shall  bear  financial  responsibility  for  the  cost  of  any  long-distance  tele- 
phone calls  made  during  such  use. 

(d)  Project  Evaluation. — In  evaluating  the  feasibility  and  desirability  of  the  in- 
stallation and  use  of  the  telephones  referred  to  in  subsection  (c),  the  Secretary  shall 
determine — 

(1)  the  cost  to  each  health-care  facility  referred  to  in  subsection  (b)  of  the  in- 
stallation, use,  and  maintenance  of  such  telephones,  including — 

(A)  the  cost  to  the  facility  of  such  installation,  use,  and  maintenance; 

(B)  the  amount  of  any  savings  which  accrue  to  the  facility  by  reason  of 
such  installation  and  use  (including  the  amount  of  any  savings  that  result 
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from  a  decrease  in  the  amount  of  assistance  in  using  telephones  that  the 
staff  of  the  facility  would  otherwise  provide  to  patients);  and 

(C)  any  costs  that  result  from  the  necessity  of  providing  special  tele- 
phones or  other  special  equipment  to  facilitate  the  use  of  telephones  by  dis- 
abled veterans  (including  veterans  who  are  receiving  long  term  psychiatric 
care  or  nursing  care  or  who  are  blind  or  hearing  impaired);  and 
(2)  the  impact  of  the  use  of  such  telephones  on  the  therapeutic  course  of  vet- 
erans who  receive  care  at  the  facility,  including  the  veterans  referred  to  in 
paragraph  (1)(C). 

(e)  Report. — Not  later  than  September  30,  1994,  the  Secretary  shall  submit  to  the 
Committee  on  Veterans'  Affairs  of  the  Senate  and  the  Committee  on  Veterans'  Af- 
fairs of  the  House  of  Representatives  a  report  containing — 

(1)  the  determinations  of  the  Secretary  under  subsection  (d); 

(2)  an  assessment  by  the  Secretary  of  the  feasibility  and  desirability  of  provid- 
ing telephones  for  patients  in  other  health-care  facilities  of  the  Department; 
and 

(3)  any  additional  information  and  recommendations  with  respect  to  the  pro- 
vision and  use  of  patient  telephones  at  Department  health-care  facilities  as  the 
Secretary  considers  appropriate. 

TITLE  VI— PROCUREMENT  OF 
PHARMACEUTICALS 

SEC.  601.  SHORT  TITLE. 

This  title  may  be  cited  as  the  "Federal  Health  Programs  Pharmaceutical  Pricing 
Act  of  1992". 

SEC.  602.  MASTER  AGREEMENTS  WITH  GENERAL  SERVICES  ADMINISTRATION. 

(a)  In  General. — ^The  Federal  Property  and  Administrative  Services  Act  of  1949 
(40  U.S.C.  471  et  seq.)  is  amended  by  adding  at  the  end  thereof  the  following  new 
title: 

"TITLE  X— PHARMACEUTICAL  PRICING 
AGREEMENTS 

"SEC.  1001.  MASTER  AGREEMENTS. 

"(a)  In  General. — (1)(A)  A  manufacturer  of  a  drug  or  biological  may  not — 

"(i)  sell  drugs  or  biologicals  to  any  Federal  agency  described  under  subsection 
(b), 

"(ii)  be  deemed  to  have  an  agreement  under  section  1927  of  the  Social  Securi- 
ty Act  (42  U.S.C.  1396r-8),  or 

"(iii)  receive  payment  for  the  purchase  of  a  drug  or  biological  directly  or  indi- 
rectly from  any  entity  that  receives  funds  under  the  Public  Health  Service  Act 
(42  U.S.C.  201  et  seq.), 
unless  such  manufacturer  enters  into  an  agreement  with  the  Administrator  as  de- 
scribed in  subparagraph  (B)(i)  within  5  months  of  the  date  of  the  enactment  of  this 
title  or,  in  the  case  of  a  drug  or  biological  first  marketed  by  such  manufacturer 
after  such  date,  such  manufacturer  complies  with  the  requirements  of  paragraph 
(2). 

"(B)(i)  An  agreement  is  described  in  this  subparagraph  if  such  agreement  requires 
a  manufacturer  referred  to  in  subparagraph  (A)  to  enter  into  one  or  more  pharma- 
ceutical pricing  agreements  with  Federal  agencies  desiring  such  agreements  with  re- 
spect to  any  drug  or  biological  marketed  by  such  manufacturer  within  6  months  of 
the  date  of  the  enactment  of  this  title,  or,  if  such  a  pricing  agreement  is  not  desired 
by  a  Federal  agency  within  such  period,  within  30  days  after  such  Federal  agency 
requests  such  a  pricing  agreement. 

"(ii)  The  Administrator  shall  prescribe  procedures  under  which  a  Federal  agency 
shall  notify  a  drug  or  biological  manufacturer  that  the  Federal  agency  desires  to 
enter  into  a  pharmaceutical  pricing  agreement  under  clause  (i). 

"(2)  Any  manufacturer  of  a  drug  or  biological  first  marketed  after  the  date  of  the 
enactment  of  this  title  shall — 

"(A)  within  2  months  after  the  date  such  marketing  begins — 
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"(i)  if  the  manufacturer  has  an  agreement  with  the  Administrator  under 
paragraph  (1)(A),  enter  into  an  amendment  of  such  agreement  with  respect 
to  such  drug  or  biological,  or 

"(ii)  if  the  manufacturer  does  not  have  an  agreement  with  the  Adminis- 
trator under  paragraph  (1)(A),  enter  into  such  an  agreement  with  respect  to 
such  drug  or  biological;  and 
"(B)  enter  into  pharmaceutical  pricing  agreements  with  respect  to  such  drug 
or  biological — 

"(i)  within  3  months  after  the  date  such  marketing  begins;  or 
"(ii)  if  such  a  pricing  agreement  is  not  desired  by  a  Federal  agency  within 
such  3-month  period,  within  30  days  after  such  Federal  agency  requests 
such  a  pricing  agreement. 
"(b)  Federal  Agencies. — Federal  agencies  described  in  this  subsection  are  as  fol- 
lows: 

"(1)  The  Department  of  Veterans  Affairs  with  respect  to  sales  to  the  Depart- 
ment of  Veterans  Affairs  and  State  homes  receiving  funds  under  section  1741  of 
title  38,  United  States  Code. 

"(2)  The  Department  of  Defense. 

"(3)  The  Department  of  Health  and  Human  Services  with  respect  to  sales  to 
the  Public  Health  Service  and  certain  clinics  described  in  section  2145(a)  of  the 
Public  Health  Service  Act. 
"(c)  Pharmaceutical  Pricing  Agreements. — For  purposes  of  subsection  (a),  the 
term  'pharmaceutical  pricing  agreement'  means  an  agreement  or  amendments  to  an 
agreement  in  force  on  the  date  of  the  enactment  of  this  title  with  any  Federal 
agency  described  in  subsection  (b)  or  with  the  Department  of  Health  and  Human 
Services  under  title  XIX  of  the  Social  Security  Act  regarding  pharmaceutical  pric- 
ing and  subject  to  the  following  relevant  provisions: 

"(1)  Subchapter  VI  of  chapter  81  of  title  38,  United  States  Code. 

"(2)  Section  1107  of  title  10,  United  States  Code. 

"(3)  Section  1927  of  the  Social  Security  Act  (42  U.S.C.  1396r-8).". 

SEC.  603.  PRICES  OF  DRUGS  AND  BIOLOGICALS  UNDER  THE  FEDERAL  SUPPLY  SCHEDULE. 

(a)  In  General. — Chapter  81  is  amended  by  adding  at  the  end  the  following  new 
subchapter: 

"SUBCHAPTER  VI— PROCUREMENT  OF  DRUGS  AND  BIOLOGICALS 

"§  8171.  Definitions 

"For  the  purposes  of  this  subchapter — 

"(1)  The  term  'additional  price  discount  amount',  in  the  case  of  the  price  of  a 
drug  or  biological  whose  price  is  established  under  an  agreement  under  this 
subchapter,  means — 

"(A)  in  the  case  of  a  drug  or  biological  for  which  data  that  is  available 
before  the  effective  date  of  the  agreement  permits  the  calculation  of  Feder- 
al average  manufacturer  price  for  at  least  15  months,  the  amount  of  the 
difference,  if  any,  between — 

"(i)  the  Federal  average  price  differential  (as  determined  under  para- 
graph (6)(A));  and 

"(ii)  the  amount  equal  to — 

"(I)  the  Federal  average  manufacturer  price  of  the  drug  or  bio- 
logical for  the  3-month  period  ending  on  the  date  that  is  12  months 
before  the  last  day  of  the  last  month  before  the  effective  date  of 
the  agreement  for  which  price  index  data  and  price  data  for  the 
drug  or  biological  are  available,  multiplied  by 

"(II)  the  percentage  increase  in  the  price  index  during  that  12- 
month  period;  or 

"(B)  in  the  case  of  a  drug  or  biological  for  which  such  data  does  not 
permit  the  calculation  of  that  price  for  as  many  months,  the  amount  of  the 
difference,  if  any,  between — 

"(i)  the  Federal  average  price  differential  (as  determined  under  para- 
graph (6)(B));  and 

"(ii)  an  amount  equal  to — 

"(I)  the  Federal  average  manufacturer  price  of  the  drug  or  bio- 
logical for  the  3-month  period  beginning  on  the  first  day  of  the 
month  next  following  the  month  in  which  marketing  of  the  drug  or 
biological  begins,  multiplied  by 

"(II)  the  percentage  increase  in  the  price  index  during  the  period 
beginning  on  such  day  and  ending  on  the  last  day  of  the  last 
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month  before  the  effective  date  of  the  agreement  for  which  price 
index  data  are  available. 
"(2)  The  term  'covered  drug  or  biological'  means — 

"(A)  any  drug  marketed  under  a  new  drug  application  approved  by  the 
Secretary  of  Health  and  Human  Services  under  section  505  of  the  Federal 
Food,  Drug,  and  Cosmetic  Act  (21  U.S.C.  355);  and 

"(B)  any  biological  marketed  under  a  product  licensing  application  ap- 
proved by  the  Administrator  of  the  Food  and  Drug  Administration  pursu- 
ant to  section  351  of  the  Public  Health  Service  Act  (42  U.S.C.  262). 
"(3)  The  term  'depot'  means  a  centralized  commodity  management  system  op- 
erated by  the  Department  through  which  drugs  and  biologicals  procured  for  the 
use  of  entities  of  the  Department  are — 

"(A)  received,  stored,  and  delivered  through — 

"(i)  a  warehouse  system  under  the  jurisdiction  and  operation  of  the 
Department;  or 

"(ii)  a  commercial  entity  operating  under  contract  with  the  Depart- 
ment; or 

"(B)  delivered  directly  from  the  manufacturer  to  the  entity  using  the 
drugs  or  biologicals. 
"(4)  The  term  'depot  price'  means  the  price  of  a  drug  or  biological  under  an 
agreement  between  the  Secretary  and  the  manufacturer  of  the  drug  or  biologi- 
cal to  determine  the  price  of  the  drug  or  biological  for  purchase  through  depots. 

"(5)  The  term  'Federal  average  manufacturer  price',  with  respect  to  a  covered 
drug  or  biological  and  a  specified  period  of  time,  means  the  weighted  average 
price  of  a  single  form  and  dose  unit  of  the  drug  or  biological  that  is  paid  to  the 
manufacturer  of  the  drug  or  biological,  taking  into  account  any  cash  discounts 
or  similar  price  reductions,  during  that  period  by  wholesalers  (other  than  a 
price  paid  by  the  Federal  Government). 

"(6)  The  term  'Federal  average  price  differential',  with  respect  to  a  covered 
drug  or  biological  whose  price  is  established  under  an  agreement  under  this 
subchapter,  means — 

"(A)  in  the  case  of  a  drug  or  biological  for  which  data  that  is  available 
before  the  effective  date  of  the  agreement  permits  the  calculation  of  Feder- 
al average  manufacturer  price  for  at  least  15  months — 

"(i)  the  Federal  average  manufacturer  price  of  the  drug  or  biological 
during  the  3-month  period  ending  on  the  last  day  of  the  last  month 
before  the  effective  date  of  the  agreement  for  which  price  data  and 
price  index  data  are  available,  minus 

"(ii)  the  Federal  average  manufacturer  price  of  the  drug  or  biological 
during  the  3-month  period  ending  on  the  date  that  is  1  year  before  the 
ending  of  such  3-month  period;  or 
"(B)  in  the  case  of  a  drug  or  biological  for  which  such  data  does  not 
permit  the  calculation  of  that  price  for  as  many  months — 

"(i)  the  Federal  average  manufacturer  price  of  the  drug  or  biological 
during  the  3-month  period  ending  on  the  last  day  of  the  last  month 
before  effective  date  of  the  agreement  for  which  price  data  and  price 
index  data  are  available,  minus 

"(ii)  the  Federal  average  manufacturer  price  of  the  drug  or  biological 
during  the  3-month  period  beginning  on  the  first  day  of  the  first  month 
next  following  the  month  in  which  marketing  of  the  drug  or  biological 
begins. 

"(7)  The  term  'manufacturer',  with  respect  to  a  drug  or  biological,  means — 
"(A)  an  entity  that  both  manufactures  and  distributes  the  drug  or  biologi- 
cal; or 

"(B)  if  no  such  entity  exists,  an  entity  that  distributes  the  drug  or  biologi- 
cal. 

The  term  does  not  include  a  wholesale  distributor  of  drugs  or  biologicals,  a 
retail  pharmacy  licensed  under  State  law,  or  a  practitioner  licensed  under  State 
law  and  authorized  to  dispense  drugs  or  biologicals. 

"(8)  The  term  'price  index'  means  the  Producer  Price  Index — Finished  Goods 
published  monthly  by  the  Bureau  of  Labor  Statistics. 

"(9)  The  term  'weighted  average  price',  with  respect  to  a  covered  drug  or  bio- 
logical and  a  specified  period  of  time,  means — 
"(A)  the  sum  of  the  products  of— 

"(i)  the  average  price  per  unit  of  each  package  quantity  of  the  drug 
or  biological  sold  during  the  period,  and 
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"(ii)  the  number  of  units  of  the  drug  or  biological  sold  at  that  average 
price;  divided  by 

"(B)  the  total  number  of  units  of  the  drug  or  biological  sold  during  the 
period. 

"§  8172.  Prices  of  drugs  and  biologicals  under  Federal  Supply  Schedule  contracts 

"(a)(1)  In  accordance  with  the  provisions  of  this  section,  the  Secretary  may  enter 
into  agreements  with  the  manufacturers  referred  to  in  paragraph  (2)  under  which 
agreements  the  Secretary  and  such  manufacturers  shall  provide  for  the  price  under 
the  supply  schedule  of  drugs  and  biologicals  that  are  marketed  by  such  manufactur- 
ers. 

"(2)  The  Secretary  may  enter  into  agreements  under  this  section  with  each  manu- 
facturer of  a  drug  or  biological  that  enters  into  a  master  agreement  with  the  Ad- 
ministrator of  the  General  Services  Administration  with  respect  to  that  drug  or  bio- 
logical under  section  1001  of  the  Federal  Property  and  Administrative  Services  Act 
of  1949. 

"(b)  Subject  to  subsection  (g),  the  price  under  an  agreement  under  this  section  of  a 
covered  drug  or  biological  that  was  listed  on  the  supply  schedule  on  September  1, 
1990,  and  is  listed  on  the  supply  schedule  on  the  date  of  the  enactment  of  this  Act, 
shall  be  as  follows: 

"(1)  During  the  1-year  period  beginning  on  the  effective  date  of  the  agree- 
ment, the  price  shall  be  an  amount  no  greater  than  .76  multiplied  by  an 
amount  equal  to — 

"(A)  in  the  case  of  a  drug  or  biological  whose  Federal  average  price  differ- 
ential (as  determined  under  section  8171(6)(A)  of  this  title)  is  positive — 

"(i)  the  Federal  average  manufacturer  price  of  the  drug  or  biological 
for  the  most  recent  12-month  period  before  such  effective  date  for 
which  data  used  to  calculate  such  price  are  available  (based  on  reports 
of  such  price  to  the  Secretary  by  the  manufacturer),  minus 

"(ii)  the  additional  price  discount  amount  (as  determined  under  sec- 
tion 8171(1)(A)  of  this  title);  or 
"(B)  in  the  case  of  a  drug  or  biological  whose  Federal  average  price  differ- 
ential (as  determined  under  section  8171(6)(A)  of  this  title)  is  not  positive, 
the  Federal  average  manufacturer  price  of  the  drug  or  biological  for  the 
most  recent  12-month  period  before  such  effective  date  for  which  data  used 
to  calculate  such  price  are  available  (as  so  based). 
"(2)  During  a  succeeding  1-year  period  (including  a  1-year  period  that  suc- 
ceeds a  succeeding  1-year  period),  the  price  may  not  exceed  the  price  of  the  drug 
or  biological  during  the  preceding  1-year  period,  increased  by  the  same  percent- 
age as  the  increase  in  the  price  index  during  such  the  most  recent  12-month 
period  before  the  commencement  of  such  succeeding  1-year  period  for  which 
price  index  data  are  available. 
"(d)  Subject  to  subsection  (g),  the  price  under  an  agreement  under  this  section  of  a 
covered  drug  or  biological  that  was  not  listed  on  the  supply  schedule  on  September 
1,  1990,  but  was  approved  by  the  Administrator  of  the  Food  and  Drug  Administra- 
tion on  or  before  the  date  of  the  enactment  of  this  Act,  shall  be  as  follows: 

"(1)  During  the  1-year  period  beginning  on  the  effective  date  of  the  agree- 
ment— 

"(A)  in  the  case  of  a  drug  or  biological  for  which  data  that  is  available 
before  the  effective  date  of  the  agreement  permits  the  calculation  of  Feder- 
al average  manufacturer  price  for  at  least  15  months,  the  price  shall  be  an 
amount  no  greater  than  .76  multiplied  by  an  amount  equal  to — 

"(i)  in  the  case  of  a  drug  or  biological  whose  Federal  average  price 
differential  (as  determined  under  section  8171(6)(A)  of  this  title)  is  posi- 
tive— 

"(I)  the  Federal  average  manufacturer  price  of  the  drug  or  bio- 
logical for  the  most  recent  12-month  period  before  such  effective 
date  for  which  data  used  to  calculate  such  price  are  available 
(based  on  reports  of  such  price  to  the  Secretary  by  the  manufactur- 
er), minus 

"(II)  the  additional  price  discount  amount  (as  determined  under 
section  8171(1)(A)  of  this  title);  or 
"(ii)  in  the  case  of  a  drug  or  biological  whose  Federal  average  price 
differential  (as  determined  under  section  8171(6)(A)  of  this  title)  is  not 
positive,  the  Federal  average  manufacturer  price  of  the  drug  or  biologi- 
cal for  the  most  recent  12-month  period  before  such  effective  date  for 
which  data  used  to  calculate  such  price  are  available  (as  so  bsised);  or 
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"(B)  in  the  case  of  a  drug  or  biological  for  which  such  data  does  not 
permit  the  calculation  of  Federal  average  manufacturer  price  for  as  many 
months,  the  price  shall  be  an  amount  no  greater  than  .76  multiplied  by  an 
amount  equal  to — 

"(i)  in  the  case  of  a  drug  or  biological  whose  Federal  average  price 
differential  (as  determined  under  section  8171(6)(B)  of  this  title)  is  posi- 
tive— 

"(I)  the  Federal  average  manufacturer  price  of  the  drug  or  bio- 
logical for  the  period  beginning  on  the  first  day  of  the  month  next 
following  the  month  in  which  marketing  of  the  drug  or  biological 
begins  and  ending  on  the  last  day  of  the  last  month  before  the  ef- 
fective date  of  the  sigreement  for  which  price  data  are  available  (as 
so  based),  minus 

"(II)  the  additional  price  discount  amount  (as  determined  under 
section  8171(1)(B)  of  this  title);  or 
"(ii)  in  the  case  of  a  drug  or  biological  whose  Federal  average  price 
differential  (as  determined  under  section  8171(6)(B)  of  this  title)  is  not 
positive,  the  Federal  average  manufacturer  price  of  the  drug  or  biologi- 
cal for  the  period  beginning  on  the  first  day  of  the  month  next  follow- 
ing the  month  in  which  marketing  of  the  drug  or  biological  begins  and 
ending  on  the  last  day  of  the  last  month  before  the  effective  date  of  the 
agreement  for  which  price  data  are  available  (as  so  based). 
"(2)  During  a  succeeding  1-year  period  (including  a  1-year  period  that  suc- 
ceeds a  succeeding  1-year  period),  the  price  may  not  exceed  the  price  of  the  drug 
or  biological  during  the  preceding  1-year  period,  increased  by  the  same  percent- 
age as  the  increase  in  the  price  index  during  such  the  most  recent  12-month 
period  before  the  commencement  of  such  succeeding  1-year  period  for  which 
price  index  data  are  available. 
"(e)  Subject  to  subsection  (g),  the  price  under  an  agreement  under  this  section  of  a 
covered  drug  or  biological  that  is  approved  by  the  Administrator  of  the  Food  and 
Drug  Administration  after  the  date  of  the  enactment  of  this  Act  shall  be  as  follows: 
"(1)  During  the  1-year  period  beginning  on  the  effective  date  of  the  agree- 
ment— 

"(A)  in  the  case  of  a  drug  or  biological  for  which  data  that  is  available 
before  the  effective  date  of  the  agreement  permits  the  calculation  of  Feder- 
al average  manufacturer  price  for  at  least  15  months,  the  price  shall  be  an 
amount  no  greater  than  .76  multiplied  by  an  amount  equal  to — 

"(i)  in  the  case  of  a  drug  or  biological  whose  Federal  average  price 
differential  (as  determined  under  section  8171(6)(A)  of  this  title)  is  posi- 
tive— 

"(I)  the  Federal  average  manufacturer  price  of  the  drug  or  bio- 
logical for  the  most  recent  12-month  period  before  such  effective 
date  for  which  data  used  to  calculate  such  price  are  available 
(based  on  reports  of  such  price  to  the  Secretary  by  the  manufactur- 
er), minus 

"(II)  the  additional  price  discount  amount  (as  determined  under 
section  8171(1)(A)  of  this  title);  or 
"(ii)  in  the  case  of  a  drug  or  biological  whose  Federal  average  price 
differential  (as  determined  under  section  8171(6)(A)  of  this  title)  is  not 
positive,  the  Federal  average  manufacturer  price  of  the  drug  or  biologi- 
cal for  the  most  recent  12-month  period  before  such  effective  date  for 
which  data  used  to  calculate  such  price  are  available  (as  so  based);  or 
"(B)  in  the  case  of  a  drug  or  biological  for  which  such  data  does  not 
permit  the  calculation  of  Federal  average  manufacturer  price  for  as  many 
months,  the  price  shall  be  an  amount  no  greater  than  .76  multiplied  by  an 
amount  equal  to  the  Federal  average  manufacturer  price  of  the  drug  or  bio- 
logical (as  so  based)  for  the  period  beginning  on  the  first  day  of  the  month 
next  following  the  month  in  which  marketing  of  the  drug  or  biological 
begins  and  ending  on  the  last  day  of  the  last  month  before  such  effective 
date  for  which  such  data  are  available. 
"(2)  During  a  succeeding  1-year  period  (including  a  1-year  period  that  suc- 
ceeds a  succeeding  1-year  period),  the  price  may  not  exceed  the  price  of  the  drug 
or  biological  during  the  preceding  1-year  period,  increased  by  the  same  percent- 
age as  the  increase  in  the  price  index  during  such  the  most  recent  12-month 
period  before  the  commencement  of  such  succeeding  1-year  period  for  which 
price  index  data  are  available. 
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"(f)  Subject  to  subsection  (g),  the  price  under  an  agreement  under  this  section  of  a 
covered  drug  or  biological  whose  price  under  the  supply  schedule  was  determined 
under  subsection  (b),  (c),  (d),  or  (e),  or  under  this  subsection,  pursuant  to  an  agree- 
ment that  is  expiring,  shall  be  as  follows: 

"(1)  During  the  1-year  period  beginning  on  the  effective  date  of  the  agree- 
ment, the  price  may  not  exceed  the  price  of  the  drug  or  biological  under  the 
expiring  agreement  during  the  1-year  period  beginning  on  the  effective  date  of 
the  expiring  agreement  increased  by  the  same  percentage  as  the  increase  in  the 
price  index  during  the  period  beginning  on  the  effective  date  of  the  expiring 
agreernent  and  ending  on  the  last  day  of  the  last  month  before  the  effective 
date  of  the  agreement  under  this  subsection  for  which  price  index  data  are 
available. 

"(2)  During  a  succeeding  1-year  period  (including  a  1-year  period  that  suc- 
ceeds a  succeeding  1-year  period),  the  price  may  not  exceed  the  price  of  the  drug 
or  biological  during  the  preceding  1-year  period,  increased  by  the  same  percent- 
age as  the  increase  in  the  price  index  during  the  most  recent  12-month  period 
before  the  commencement  of  such  succeeding  1-year  period  for  which  price 
index  data  are  available. 
"(g)(1)  In  entering  into  an  agreement  under  subsections  (b)  through  (f)  for  the 
price  under  the  supply  schedule  of  a  covered  drug  or  biological,  the  Secretary  may 
provide  for  a  price  of  a  drug  or  biological  during  the  1-year  period  beginning  on  the 
effective  date  of  the  agreement  that  is  nominally  in  excess  (as  determined  by  the 
Secretary)  of  the  price  that  would  be  determined  for  the  drug  or  biological  during 
that  period  under  that  subsection  if  the  Secretary  determines  that  such  excess  price 
is  in  the  best  interests  of  the  Department. 

"(2)  If  the  Secretary  exercises  the  authority  under  this  section  to  establish  an 
excess  price  with  respect  to  the  price  of  a  drug  or  biological  during  a  1-year  period, 
the  determination  of  the  amount  of  the  increase  in  the  price  of  the  drug  or  biologi- 
cal for  the  succeeding  1-year  period,  if  any,  shall  be  based  on  such  excess  price. 

"(h)  The  price  under  an  agreement  under  this  section  of  a  drug  or  biological 
(other  than  a  covered  drug  or  biological)  shall  be  jointly  determined  by  the  Secre- 
tary and  the  manufacturer  of  the  drug  or  biological. 

"(i)(l)  Except  as  provided  in  paragraph  (2),  the  Secretary  shall  enter  into  agree- 
ments with  manufacturers  under  this  section  not  later  than  the  later  of— 
"(A)  6  months  after  the  date  of  the  enactment  of  this  section;  or 
"(B)  30  days  after  the  Secretary  notifies  the  manufacturers  of  the  Secretary's 
intention  to  enter  into  such  agreements. 
"(2)  In  the  case  of  a  drug  or  biological  that  is  first  marketed  after  the  date  that  is 
5  months  after  the  date  of  the  enactment  of  this  section,  the  Secretary  shall  enter 
into  an  agreement  referred  to  in  paragraph  (1)  not  later  than  the  later  of — 
"(A)  3  months  after  the  date  such  marketing  begins;  or 

"(B)  30  days  after  the  Secretary  notifies  the  manufacturer  of  the  Secretary's 
intention  to  enter  into  such  an  agreement, 
"(j)  The  Secretary  shall  determine  the  term  of  any  agreement  entered  into  by  the 
Secretary  and  a  manufacturer  under  this  section. 

"§  8173.  Report  and  audit  of  prices  of  drug  and  biologicals 

"(a)(1)  The  manufacturer  of  a  covered  drug  or  biological  whose  price  is  determined 
by  an  agreement  under  section  8172  or  8174  of  this  title  shall  report  to  the  Secre- 
tary the  Federal  average  manufacturers  price  of  the  drug  or  biological  during  each 
calendar  quarter  in  which  the  agreement  is  in  force.  The  manufacturer  shall  report 
such  price  not  more  than  30  days  after  the  expiration  of  a  covered  quarter. 

"(2)  The  reports  required  under  paragraph  (1)  shall  be  in  addition  to  the  reports 
required  under  subparagraphs  (A)(i)  and  (B)  of  subsection  (b)(1),  subparagraphs  (A)(i) 
and  (B)  of  subsection  (cXD,  clauses  (i)(I)  and  (ii)  of  subsection  (d)(1)(A),  clauses  (iXD 
and  (ii)  of  subsection  (d)(1)(B),  clauses  (i)(I)  and  (ii)  of  subsection  (eXl)(A),  and  subsec- 
tion (eXl)(B)  of  section  8172  of  this  title,  under  clauses  (iXD  and  (ii)  of  section 
8174(cXl)(A)  of  this  title,  and  under  subsections  (d)  and  (e)  of  section  8174  of  this 
title.  The  reports  required  under  such  subparagraphs  shall  be  submitted  upon  the 
request  of  the  Secretary. 

"(b)(1)  The  Secretary  may  impose  a  civil  monetary  penalty  in  an  amount  equal  to 
$10,000  on  any  manufacturer  that  fails  to  report  the  information  required  under 
paragraph  (1)  of  subsection  (a)  on  a  timely  basis.  Such  amount  shall  be  paid  to  the 
Treasury.  The  amount  of  the  penalty  shall  be  increased  by  $10,000  for  each  day  in 
which  such  information  has  not  been  reported,  and  such  amount  shall  be  paid  to  the 
Treasury.  If  such  information  with  respect  to  a  drug  or  biological  is  not  reported 
within  90  days  of  the  deadline  imposed,  the  Secretary  may  prohibit  the  purchase  of 
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the  drug  or  biological  through  the  supply  schedule  or  Department  depots  after  the 
end  of  such  90-day  period  and  until  the  date  such  information  is  reported  but  in  no 
case  shall  such  prohibition  be  for  a  period  of  less  than  30  days. 

"(2)  Any  manufacturer  that  knowingly  reports  false  information  to  the  Secretary 
under  paragraph  (1)  of  subsection  (a)  or  the  provisions  of  law  referred  to  in  para- 
graph (2)  of  that  subsection  is  subject  to  a  civil  monetary  penalty  in  an  amount  not 
to  exceed  $100,000  for  each  item  of  false  information  reported.  Such  amount  shall  be 
paid  to  the  Treasury. 

"(3)  The  civil  money  penalties  described  in  paragraphs  (1)  and  (2)  are  in  addition 
to  other  pensdties  as  may  be  prescribed  by  law. 

"(c)  In  order  to  determine  the  accuracy  of  any  price  of  a  drug  or  biological  that  is 
reported  to  the  Secretary  under  the  provisions  of  law  referred  to  in  subsection  (b)(2), 
the  Secretary  may  audit — 

"(1)  the  relevant  records  of  any  manufacturer  of  a  covered  drug  or  biological 
that  is  the  subject  of  an  agreement  under  subsections  (b)  through  (f)  of  section 
8172  or  under  subsections  (c)  through  (f)  of  section  8174  of  this  title;  and 

"(2)  the  relevant  records  of  any  wholesaler  that  distributes  such  a  drug  or  bio- 
logical. 

"(d)  All  information  contained  in  a  report  submitted  to  the  Secretary  under  this 
section  by  a  manufacturer  shall  remain  confidential.". 

(b)  Clerical  Amendment. — The  table  of  sections  at  the  beginning  of  chapter  81  is 
amended  by  adding  after  the  item  relating  to  subchapter  V  the  following  new  items: 

"subchapter  VI — PROCUREMENT  OF  DRUGS  AND  BIOLOGICALS 

"8171.  Definitions. 

"8172.  Prices  of  drugs  and  biologicals  under  Federal  Supply  Schedule  contracts. 
"8173.  Report  and  audit  of  prices  of  drugs  and  biologicals.  . 

SEC.  604.  PROCUREMENT  OF  DRUGS  AND  BIOLOGICALS  UNDER  CONTRACTS  RELATING  TO  DE- 
PARTMENT OF  VETERANS  AFFAIRS  DEPOTS. 

(a)  In  General. — Subchapter  VI  of  chapter  81  (as  added  by  section  603  of  this  Act) 
is  amended  by  adding  at  the  end  the  following  new  section: 

"§  8174.  Procurement  of  drugs  and  biologicals  through  Department  depots 

"(a)  The  Secretary  shall  enter  into  agreements  with  manufacturers  referred  to  in 
section  8172(a)(2)  of  this  title  under  which  agreements  the  Secretary  and  such  man- 
ufacturers shall  determine  the  prices  of  drugs  and  biologicals  manufactured  by  such 
manufacturers  and  available  for  purchase  through  depots  of  the  Department. 

"(b)  Notwithstanding  section  8125(a)  of  this  title,  the  Secretary  may  procure  for 
any  Department  health-care  facilities  any  drug  or  biological  that  is  subject  to  an 
agreement  under  this  section. 

"(c)(1)  Subject  to  paragraph  (2),  the  price  under  an  agreement  under  subsection  (a) 
of  a  covered  drug  or  biological  that  was  the  subject  of  a  contract  for  procurement  by 
the  Department  through  a  depot  on  September  1,  1990,  shall  be  as  follows: 

'(A)  During  the  1-year  period  beginning  on  the  effective  date  of  the  agree- 
ment, the  price  shall  be  an  amount  no  greater  than  .76  multiplied  by  an 
amount  equal  to — 

"(i)  in  the  case  of  a  drug  or  biological  whose  Federal  average  price  differ- 
ential (as  determined  under  section  8171(6)(A)  of  this  title)  is  positive — 

"(I)  the  Federal  average  manufacturer  price  of  the  drug  or  biological 
for  the  most  recent  12-month  period  before  such  effective  date  for 
which  data  used  to  calculate  such  price  are  available  (based  on  reports 
of  such  price  to  the  Secretary  by  the  manufacturer),  minus 

"(II)  the  additional  price  discount  amount  (as  determined  under  sec- 
tion 8171(1)(A)  of  this  title);  or 
"(ii)  in  the  case  of  a  drug  or  biological  whose  Federal  average  price  differ- 
ential is  not  positive  (as  determined  under  section  8171(6)(A)  of  this  title), 
the  Federal  average  manufacturer  price  of  the  drug  or  biological  for  the 
most  recent  12-month  period  before  such  effective  date  for  which  data  used 
to  calculate  such  price  are  available  (as  so  based). 
"(B)  During  a  succeeding  1-year  period  (including  a  1-year  period  that  suc- 
ceeds a  succeeding  1-year  period),  the  price  may  not  exceed  the  price  of  the  drug 
or  biological  during  the  preceding  1-year  period  increased  by  the  same  percent- 
age as  the  increase  in  the  price  index  during  the  most  recent  12-month  period 
before  the  commencement  of  such  succeeding  1-year  period  for  which  price 
index  data  are  available. 
"(2)(A)  In  entering  into  an  agreement  under  paragraph  (1)  for  the  price  of  a  drug 
or  biological,  the  Secretary  may  provide  for  a  price  of  a  drug  or  biological  during 
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the  1-year  period  beginning  on  the  effective  date  of  the  agreement  that  is  nominally 
in  excess  (as  determined  by  the  Secretary)  of  the  price  that  would  be  determined  for 
the  drug  or  biological  during  that  period  under  that  paragraph  if  the  Secretary  de- 
termines that  such  excess  price  is  in  the  best  interests  of  the  Department. 

"(B)  If  the  Secretary  exercises  the  authority  under  this  section  to  establish  an 
excess  price  with  respect  to  the  price  of  a  drug  or  biological  during  a  1-year  period, 
the  determination  of  the  amount  of  the  increase  in  the  price  of  the  drug  or  biologi- 
cal for  the  succeeding  1-year  period,  if  any,  shall  be  based  on  such  excess  price. 

"(d)  The  price  under  an  agreement  under  subsection  (a)  of  a  covered  drug  or  bio- 
logical that  was  not  the  subject  of  a  contract  referred  to  in  subsection  (c)  on  Septem- 
ber 1,  1990,  but  was  approved  by  the  Administrator  of  the  Food  and  Drug  Adminis- 
tration on  or  before  the  date  of  the  enactment  of  this  Act,  shall  be  determined  in 
the  manner  set  forth  for  the  determination  of  the  price  of  a  drug  or  biological  under 
section  8172(d)  of  this  title. 

"(e)  The  price  under  an  agreement  under  subsection  (a)  of  a  covered  drug  or  bio- 
logical that  is  approved  by  such  Administrator  after  such  date,  shall  be  determined 
in  the  manner  set  forth  for  the  determination  of  the  price  of  a  drug  or  biological 
under  section  8172(e)  of  this  title. 

"(f)  The  price  under  an  agreement  under  subsection  (a)  of  a  covered  drug  or  bio- 
logical whose  price  was  determined  under  subsections  (c),  (d),  or  (e),  or  under  this 
subsection,  pursuant  to  an  agreement  that  is  expiring,  shall  be  determined  in  the 
manner  set  forth  for  the  determination  of  the  price  of  a  drug  or  biological  under 
section  8172(f)  of  this  title. 

"(g)  The  price  under  an  agreement  under  subsection  (a)  of  a  drug  or  biological 
(other  than  a  covered  drug  or  biological)  shall  be  jointly  determined  by  the  Secre- 
taiT^  and  the  manufacturer  of  the  drug  or  biological. 

'  (h)(1)  Except  as  provided  in  paragraph  (2),  the  Secretary  shall  enter  into  agree- 
ments with  manufacturers  under  this  section  not  later  than  the  later  of — 
"(A)  6  months  after  the  date  of  the  enactment  of  this  section;  or 
"(B)  30  days  after  the  Secretary  notifies  the  manufacturers  of  the  Secretary's 
intention  to  enter  into  such  agreements. 

"(2)  In  the  case  of  a  drug  or  biological  that  is  first  marketed  after  the  date  that  is 
5  months  after  the  date  of  the  enactment  of  this  section,  the  Secretary  shall  enter 
into  an  agreement  referred  to  in  paragraph  (1)  not  later  than  the  later  of — 
"(A)  3  months  after  the  date  such  marketing  begins;  or 

"(B)  30  days  after  the  Secretary  notifies  the  manufacturer  of  the  Secretary's 
intention  to  enter  into  such  an  agreement, 
"(i)  The  Secretary  shall  determine  the  term  of  any  agreement  entered  into  by  the 
Secretary  and  a  manufacturer  under  this  section.". 

(b)  Clerical  Amendment. — The  table  of  sections  at  the  beginning  of  chapter  81  is 
amended  by  adding  after  the  item  relating  to  section  8173  (as  added  by  section 
603(b)  of  this  Act)  the  following  new  item: 

"8174.  Procurement  of  drugs  and  biologicals  through  Department  depots.". 

(c)  Conforming  Amendment. — Section  8125(a)  is  amended  by  striking  out  "this 
section,"  and  inserting  in  lieu  thereof  "this  section  and  section  8174(b)  of  this  title,". 

SEC.  605.  PRICES  OF  DRUGS  AND  BIOLOGICALS  PROCURED  BY  STATE  HOMES. 

(a)  In  General. — Subchapter  VI  of  chapter  81  (as  amended  by  section  604  of  this 
Act),  is  further  amended  by  adding  at  the  end  the  following  new  section: 

"§  8175.  Prices  of  drugs  and  biologicals  purchased  by  State  homes 

"In  the  event  that  a  State  home  procures  a  drug  or  biological  listed  on  the  supply 
schedule,  the  price  of  the  drug  or  biological  shall  be  not  more  than  the  price  of  the 
drug  or  biological  on  the  supply  schedule  on  the  date  of  the  procurement. '. 

(b)  Clerical  Amendment. — The  table  of  sections  at  the  beginning  of  chapter  81  is 
amended  by  adding  after  the  item  relating  to  section  8174  (as  added  by  section 
604(b)  of  this  Act)  the  following  new  item: 

"8175.  Prices  of  drugs  and  biologicals  purchased  by  State  homes.". 
SEC.  606.  UNIFIED  PHARMACEUTICAL  AWARD  CONTRACTS. 

(a)  In  General. — Subchapter  VI  of  chapter  81  (as  amended  by  section  605  of  this 
Act)  is  further  amended  by  adding  at  the  end  the  following  new  section: 

"§  8176.  Unified  pharmaceutical  award  contracts 

"(a)  The  Secretary  may,  on  behalf  of  the  entities  referred  to  in  subsection  (b),  ne- 
gotiate and  enter  into  one  or  more  unified  pharmaceutical  award  contracts  (hereaf- 
ter in  this  section  referred  to  as  a  'UPAC')  with  manufacturers  relating  to  the  pro- 
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curement  by  such  entities  under  such  contracts  of  drugs  or  biologicals  that  are  man- 
ufactured by  such  manufacturers. 

"(b)(1)  Subject  to  paragraph  (2),  an  entity  on  whose  behalf  the  Secretary  may 
enter  into  a  UP  AC  under  this  section  is  any  of  the  following  entities  that  procures  a 
drug  or  biological  in  connection  with  the  furnishing  of  health-care  services: 

"(A)  A  department  or  agency  of  the  Federal  Government,  including  the  De- 
partment of  Veterans  Affairs. 

"(B)  A  department,  agency,  other  division  or  unit  of  a  State  (including  a  State 
home),  county,  or  municipality. 

"(C)  A  Public  Health  Service  clinic  of  the  type  described  in  section  2145(a)  of 
the  Public  Health  Service  Act  which  the  Secretary  of  Health  and  Human  Serv- 
ices has  certified  is  eligible  to  receive  a  discount  under  such  section  2145. 
"(2)  The  Secretary  may  not  negotiate  or  enter  into  a  UP  AC  on  behalf  of  an  entity 
unless  the  entity  enters  into  an  agreement  with  the  Secretary — 

"(A)  to  participate  in  a  UPAC  on  a  basis  to  be  determined  by  the  Secretary; 
"(B)  to  purchase  under  the  UPAC  a  quantity  (as  determined  by  the  Secretary) 
of  the  drug  or  biological  that  is  the  subject  of  the  UPAC; 

"(C)  to  provide  to  the  Secretary  adequate  evidence  (as  determined  by  the  Sec- 
retary) of  the  entity's  fiscal  capability  of  making  the  purchase  referred  to  in 
subparagraph  (B); 

"(D)  to  ensure  that  the  drug  or  biological  purchased  through  the  UPAC  is  not 
resold;  and 

"(E)  to  pay  into  the  revolving  supply  fund  referred  to  in  section  8121  of  this 
title  an  amount  that  the  Secretary  determines  is  sufficient  to  cover  any  admin- 
istrative costs  of  the  Secretary  in  negotiating,  entering  into,  or  administering 
the  UPAC. 

"(c)(1)  An  entity  on  whose  behalf  the  Secretary  enters  into  a  UPAC  under  this 
section  with  respect  to  a  drug  or  biological  may  not — 

"(A)  resell  or  otherwise  transfer  the  drug  or  biological  to  a  person  other  than 
a  patient  of  the  entity; 

"(B)  purchase  the  drug  or  biological  on  behalf  of  any  person  or  entity  other 
than  the  entity  on  whose  behalf  the  Secretary  enters  into  the  UPAC;  or 

"(C)  dispense  or  administer,  directly  or  through  a  contract,  the  drug  or  biolog- 
ical to  an  individual  who  is  not  receiving  the  drug  or  biological  as  a  patient  of 
the  entity. 

"(2)(A)  An  entity  found  to  have  sold,  dispensed,  or  administered  a  drug  or  biologi- 
cal in  violation  of  this  subsection  shall  be  subject  to  a  civil  penalty  in  the  amount  of 
$25,000  for  each  such  violation.  Such  amount  shall  be  paid  to  the  Treasury. 

"(B)  The  civil  money  penalty  referred  to  in  subparagraph  (A)  is  in  addition  to  any 
other  such  penalties  as  may  be  prescribed  by  law.". 

(b)  Clerical  Amendment. — The  table  of  sections  at  the  beginning  of  chapter  81  is 
amended  by  adding  after  the  item  relating  to  section  8175  (as  added  by  section 
605(b)  of  this  Act)  the  following  new  item: 

"8176.  Unified  pharmaceutical  award  contracts.". 

SEC.  607.  PROCUREMENT  OF  DRUGS  AND  BIOLOGICALS  UNDER  CONTRACTS  RELATING  TO  DE- 
PARTMENT OF  DEFENSE  DEPOTS. 

(a)  In  General. — Chapter  55  of  title  10,  United  States  Code,  is  amended  by  adding 
at  the  end  the  following  new  section: 

"§  1107.  Procurement  of  drugs  and  biologicals  through  depots 

"(a)  In  General. — (1)  The  Secretary  of  Defense  may  enter  into  agreements  with 
manufacturers  referred  to  in  paragraph  (2)  under  which  agreements  the  Secretary 
of  Defense  and  such  manufacturers  shall  determine  the  price  of  drugs  and  biologi- 
cals manufactured  by  such  manufacturers  and  available  for  purchase  through 
depots  of  the  Department  of  Defense. 

"(2)  The  manufacturers  referred  to  in  paragraph  (1)  are  any  manufacturers  of 
drugs  or  biologicals  that  have  entered  into  an  agreement  with  the  Administrator  of 
the  General  Services  Administration  with  respect  to  such  drugs  or  biologicals  under 
section  1001  of  the  Federal  Property  and  Administrative  Services  Act  of  1949. 

"(b)  Procurement  of  Drugs  and  Biologicals. — The  Secretary  of  Defense  may 
procure  for  any  facility  of  the  uniformed  services  any  drug  or  biological  that  is  sub- 
ject to  an  agreement  under  this  section. 

"(c)  Prices. — (1)  Subject  to  subsection  (d),  the  price  under  an  agreement  under  this 
section  of  a  covered  drug  or  biological  that  was  the  subject  of  a  contract  for  procure- 
ment by  the  Department  of  Defense  through  a  depot  on  September  1,  1990,  shall  be 
as  follows: 
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"(A)  During  the  1-year  period  beginning  on  the  effective  date  of  the  agree- 
ment, the  price  shall  be  an  amount  no  greater  than  .76  multiplied  by  an 
amount  equal  to — 

"(i)  in  the  case  of  a  drug  or  biological  whose  Federal  average  price  differ- 
ential (as  determined  under  subsection  (h)(6)(A))  is  positive — 

"(I)  the  Federal  average  manufacturer  price  of  the  drug  or  biological 
for  the  most  recent  12-month  period  before  such  effective  date  for 
which  data  used  to  calculate  such  price  are  available  (based  on  reports 
of  such  price  to  the  Secretary  of  Defense  by  the  manufacturer),  minus 
"(II)  the  additional  price  discount  amount  (as  determined  under  sub- 
section (h)(1)(A));  or 
"(ii)  in  the  case  of  a  drug  or  biological  whose  Federal  average  price  differ- 
ential (as  determined  under  subsection  (h)(6)(A))  is  not  positive,  the  Federal 
average  manufacturer  price  of  the  drug  or  biological  for  the  most  recent  12- 
month  period  before  such  effective  date  for  which  data  used  to  calculate 
such  price  are  available  (as  so  based). 
"(B)  During  a  succeeding  1-year  period  (including  a  1-year  period  that  suc- 
ceeds a  succeeding  1-year  period),  the  price  may  not  exceed  the  price  of  the  drug 
or  biological  during  the  preceding  1-year  period  increased  by  the  same  percent- 
age as  the  increase  in  the  price  index  during  the  most  recent  12-month  period 
before  the  commencement  of  such  succeeding  1-year  period  for  which  price 
index  data  are  available. 
"(2)  Subject  to  subsection  (d),  the  price  under  an  agreement  under  this  section  of  a 
covered  drug  or  biological  that  was  not  the  subject  of  a  contract  referred  to  in  para- 
graph (1)  on  September  1,  1990,  but  was  approved  by  the  Administrator  of  the  Food 
and  Drug  Administration  on  or  before  the  date  of  the  enactment  of  this  Act,  shall 

be  as  follows:           

"(A)  During  the  1-year  period  beginning  on  the  effective  date  of  the  agree- 
ment— 

"(i)  in  the  case  of  a  drug  or  biological  for  which  data  that  is  available 
before  the  effective  date  of  the  agreement  permits  the  calculation  of  Feder- 
al average  manufacturer  price  for  at  least  15  months,  the  price  shall  be  an 
amount  no  greater  than  .76  multiplied  by  an  amount  equal  to — 

"(I)  in  the  case  of  a  drug  or  biological  whose  Federal  average  price 
differential  (as  determined  under  subsection  (h)(6)(A))  is  positive — 

"(aa)  the  Federal  average  manufacturer  price  of  the  drug  or  bio- 
logical for  the  most  recent  12-month  period  before  such  effective 
date  for  which  data  used  to  calculate  such  price  are  available 
(based  on  reports  of  such  price  to  the  Secretary  of  Defense  by  the 
manufacturer),  minus 

"(bb)  the  additional  price  discount  amount  (as  determined  under 
subsection  (h)(1)(A));  or 
"(II)  in  the  case  of  a  drug  or  biological  whose  Federal  average  price 
differential  (as  determined  under  subsection  (h)(6)(A))  is  not  positive, 
the  Federal  average  manufacturer  price  of  the  drug  or  biological  for 
the  most  recent  12-month  period  before  such  effective  date  for  which 
data  used  to  calculate  such  price  are  available  (as  so  based);  or 
"(ii)  in  the  case  of  a  drug  or  biological  for  which  such  data  does  not 
permit  the  calculation  of  Federal  average  manufacturer  price  for  as  many 
months,  the  price  shall  be  an  amount  no  greater  than  .76  multiplied  by  an 
amount  equal  to — 

"(I)  in  the  case  of  a  drug  or  biological  whose  Federal  average  price 
differential  (as  determined  under  subsection  (h)(6)(B))  is  positive — 

"(aa)  the  Federal  average  manufacturer  price  of  the  drug  or  bio- 
logical for  the  period  beginning  on  the  first  day  of  the  month  next 
following  the  month  in  which  marketing  of  the  drug  or  biological 
begins  and  ending  on  the  last  day  of  the  last  month  before  the  ef- 
fective date  of  the  agreement  for  which  price  data  are  available  (as 
so  based),  minus 

"(bb)  the  additional  price  discount  amount  (as  determined  under 
subsection  (h)(1)(B));  or 
"(II)  in  the  case  of  a  drug  or  biological  whose  Federal  average  price 
differential  (as  determined  under  subsection  (h)(6)(B))  is  not  positive, 
the  Federal  average  manufacturer  price  of  the  drug  or  biological  for 
the  period  beginning  on  the  first  day  of  the  month  next  following  the 
month  in  which  marketing  of  the  drug  or  biological  begins  and  ending 
on  the  last  day  of  the  last  month  before  the  effective  date  of  the  agree- 
ment for  which  price  data  are  available  (as  so  based). 


21 

"(B)  During  a  succeeding  1-year  period  (including  a  1-year  period  that  suc- 
ceeds a  succeeding  1-year  period),  the  price  may  not  exceed  the  price  of  the  drug 
or  biological  during  the  preceding  1-year  period,  increased  by  the  same  percent- 
age as  the  increase  in  the  price  index  during  such  the  most  recent  12-month 
period  before  the  commencement  of  such  succeeding  1-year  period  for  which 
price  index  data  are  available. 
"(3)  Subject  to  subsection  (d),  the  price  under  an  agreement  under  this  section  of  a 
covered  drug  or  biological  that  is  approved  by  the  Administrator  of  the  Food  and 
Drug  Administration  after  the  date  of  the  enactment  of  this  Act,  shall  be  as  follows: 
"(A)  During  the  1-year  period  beginning  on  the  effective  date  of  the  agree- 
ment— 

"(i)  in  the  case  of  a  drug  or  biological  for  which  data  that  is  available 
before  the  effective  date  of  the  agreement  permits  the  calculation  of  Feder- 
al average  manufacturer  price  for  at  least  15  months,  the  price  shall  be  an 
amount  no  greater  than  .76  multiplied  by  an  amount  equal  to — 

"(I)  in  the  case  of  a  drug  or  biological  whose  Federal  average  price 
differential  (as  determined  under  subsection  (h)(6)(A))  is  positive — 

"(aa)  the  Federal  average  manufacturer  price  of  the  drug  or  bio- 
logical for  the  most  recent  12-month  period  before  such  effective 
date  for  which  data  used  to  calculate  such  price  are  available 
(based  on  reports  of  such  price  to  the  Secretary  of  Defense  by  the 
manufacturer),  minus 

"(bb)  the  additional  price  discount  amount  (as  determined  under 
subsection  (h)(1)(A));  or 
"(11)  in  the  case  of  a  drug  or  biological  whose  Federal  average  price 
differential  (as  determined  under  subsection  (h)(6)(A))  is  not  positive, 
the  Federal  average  manufacturer  price  of  the  drug  or  biological  for 
the  most  recent  12-month  period  before  such  effective  date  for  which 
data  used  to  calculate  such  price  are  available  (as  so  based);  or 
"(ii)  in  the  case  of  a  drug  or  biological  for  which  such  data  does  not 
permit  the  calculation  of  Federal  average  manufacturer  price  for  as  many 
months,  the  price  shall  be  an  amount  no  greater  than  .76  multiplied  by  an 
amount  equal  to  the  Federal  average  manufacturer  price  of  the  drug  or  bio- 
logical (as  so  based)  for  the  period  beginning  on  the  first  day  of  the  month 
next  following  the  month  in  which  marketing  of  the  drug  or  biological 
begins  and  ending  on  the  last  day  of  the  last  month  before  such  effective 
date  for  which  such  data  are  available. 
"(B)  During  a  succeeding  1-year  period  (including  a  1-year  period  that  suc- 
ceeds a  succeeding  1-year  period),  the  price  may  not  exceed  the  price  of  the  drug 
or  biological  during  the  preceding  1-year  period,  increased  by  the  same  percent- 
age as  the  increase  in  the  price  index  during  such  the  most  recent  12-month 
period  before  the  commencement  of  such  succeeding  1-year  period  for  which 
price  index  data  are  available. 
"(4)  Subject  to  subsection  (d),  the  price  under  an  agreement  under  this  section  of  a 
covered  drug  or  biological  whose  price  was  determined  under  paragraph  (1),  (2),  or 
(3),  or  under  this  paragraph,  pursuant  to  an  agreement  that  is  expiring,  shall  be  as 
follows: 

"(A)  During  the  1-year  period  beginning  on  the  effective  date  of  the  agree- 
ment, the  price  may  not  exceed  the  price  of  the  drug  or  biological  under  the 
expiring  agreement  during  the  1-year  period  beginning  on  the  effective  date  of 
the  expiring  agreement  increased  by  the  same  percentage  as  the  increase  in  the 
price  index  during  the  period  beginning  on  the  effective  date  of  the  expiring 
agreement  and  ending  on  the  last  day  of  the  last  month  before  the  effective 
date  of  the  agreement  under  this  subsection  for  which  price  index  data  are 
available, 

"(B)  During  a  succeeding  1-year  period  (including  a  1-year  period  that  suc- 
ceeds a  succeeding  1-year  period),  the  price  may  not  exceed  the  price  of  the  drug 
or  biological  during  the  preceding  1-year  period,  increased  by  the  same  percent- 
age as  the  increase  in  the  price  index  during  the  most  recent  12-month  period 
before  the  commencement  of  such  succeeding  1-year  period  for  which  price 
index  data  are  available. 
"(5)  The  price  under  an  agreement  under  this  section  of  a  drug  or  biological  (other 
than  a  covered  drug  or  biological)  shall  be  jointly  determined  by  the  Secretary  of 
Defense  and  the  manufacturer  of  the  drug  or  biological. 

"(d)  Excess  Price. — (1)  In  entering  into  an  agreement  under  paragraphs  (1),  (2), 
(3),  or  (4)  of  subsection  (c)  for  the  depot  price  of  a  drug  or  biological,  the  Secretary  of 
Defense  may  provide  for  a  price  of  a  drug  or  biological  during  the  1-year  period  be- 
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ginning  on  the  effective  date  of  the  agreement  that  is  nominally  in  excess  (as  deter- 
mined by  that  Secretary)  of  the  price  that  would  be  determined  for  the  drug  or  bio- 
logical during  that  period  under  that  paragraph  if  that  Secretary  determines  that 
such  excess  price  is  in  the  best  interests  of  the  Department  of  Defense. 

"(2)  If  the  Secretary  of  Defense  exercises  the  authority  under  this  subsection  to 
establish  an  excess  price  with  respect  to  the  price  of  a  drug  or  biological  during  a  1- 
year  period,  the  determination  of  the  amount  of  the  increase  in  the  price  of  the 
drug  or  biological  for  the  succeeding  1-year  period,  if  any,  shall  be  based  on  such 
excess  price. 

"(e)  Entry  into  Agreements. — (1)  Except  as  provided  in  paragraph  (2),  the  Secre- 
tary of  Defense  shall  enter  into  agreements  with  manufacturers  under  this  section 
not  later  than  the  later  of — 

"(A)  6  months  after  the  date  of  the  enactment  of  this  section;  or 
"(B)  30  days  after  that  Secretary  notifies  the  manufacturers  of  that  Secre- 
tary's intention  to  enter  into  such  agreements. 
"(2)  In  the  case  of  a  drug  or  biological  that  is  first  marketed  after  the  date  that  is 
5  months  after  the  date  of  the  enactment  of  this  section,  the  Secretary  of  Defense 
shall  enter  into  an  agreement  referred  to  in  paragraph  (1)  not  later  than  the  later 
of— 

"(A)  3  months  after  the  date  such  marketing  begins;  or 

"(B)  30  days  after  that  Secretary  notifies  the  manufacturer  of  that  Secretary's 
intention  to  enter  into  such  an  agreement. 
"(f)  Term  of  Agreement. — ^The  Secretary  of  Defense  shall  determine  the  term  of 
any  agreement  entered  into  by  that  Secretary  and  a  manufacturer  under  this  sec- 
tion. 

"(g)  Reports  on  Prices. — (1)(A)  The  manufacturer  of  a  covered  drug  or  biological 
whose  price  is  determined  by  an  agreement  under  this  section  shall  report  to  the 
Secretary  of  Defense  the  Federal  average  manufacturers  price  of  the  drug  or  biologi- 
cal during  each  calendar  quarter  in  which  the  agreement  is  in  force.  The  manufac- 
turer shall  report  such  price  not  more  than  30  days  after  the  expiration  of  a  covered 
quarter. 

"(B)  The  reports  required  under  subparagraph  (A)  shall  be  in  addition  to  the  re- 
ports required  under  clauses  (i)(I)  and  (ii)  of  subsection  (c)(1)(A),  subclauses  (I)(aa) 
and  (II)  of  subsection  (c)(2)(A)(i),  subclauses  (I)(aa)  and  (II)  of  subsection  (c)(2)(A)(ii), 
subclauses  (I)(aa)  and  (II)  of  subsection  (c)(3)(A)(i),  and  subsection  (c)(3)(A)(ii).  The  re- 
ports required  under  such  subparagraphs  shall  be  submitted  upon  the  request  of  the 
Secretary  of  Defense. 

"(2)  The  Secretary  of  Defense  may  impose  a  civil  monetary  penalty  in  an  amount 
equal  to  $10,000  on  any  manufacturer  that  fails  to  report  the  information  required 
under  paragraph  (1)  on  a  timely  basis.  Such  amount  shall  be  paid  to  the  Treasury. 
The  amount  of  the  penalty  shall  be  increased  by  $10,000  for  each  day  in  which  such 
information  has  not  been  reported,  and  such  amount  shall  be  paid  to  the  Treasury. 
If  such  information  with  respect  to  a  drug  or  biological  is  not  reported  within  90 
days  of  the  deadline  imposed,  the  Secretary  of  Defense  may  prohibit  the  purchase  of 
the  drug  or  biological  through  the  supply  schedule  or  Department  depots  after  the 
end  of  such  90-day  period  and  until  the  date  such  information  is  reported  but  in  no 
case  shall  such  prohibition  be  for  a  period  of  less  than  30  days. 

"(3)  Any  manufacturer  that  knowingly  reports  false  information  to  the  Secretary 
of  Defense  under  subparagraph  (A)  of  paragraph  (1)  or  the  provisions  of  law  referred 
to  in  subparagraph  (B)  of  such  paragraph  is  subject  to  a  civil  monetary  penalty  in 
an  amount  not  to  exceed  $100,000  for  each  item  of  false  information  reported.  Such 
amount  shall  be  paid  to  the  Treasury. 

"(4)  The  civil  money  penalties  described  in  paragraphs  (2)  and  (3)  are  in  addition 
to  other  penalties  as  may  be  prescribed  by  law. 

"(5)  In  order  to  determine  the  accuracy  of  the  price  of  a  covered  drug  or  biological 
that  is  reported  to  the  Secretary  of  Defense  under  the  provisions  of  law  referred  to 
in  paragraph  (3),  the  Secretary  of  Defense  may  audit — 

"(A)  the  relevant  records  of  any  manufacturer  of  a  covered  drug  or  biological 
that  is  the  subject  of  an  agreement  under  this  section;  and 

"(B)  the  relevant  records  of  any  wholesaler  that  distributes  such  a  drug  or 
biological. 

"(6)  All  information  contained  in  a  report  submitted  to  the  Secretary  of  Defense 
under  this  section  by  a  manufacturer  shall  remain  confidential. 
"(h)  Definitions. — In  this  section: 

"(1)  The  term  'additional  price  discount  amount',  in  the  case  of  the  price  of  a 
drug  or  biological  whose  price  is  established  under  an  agreement  under  this 
subchapter,  means — 
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"(A)  in  the  case  of  a  drug  or  biological  for  which  data  that  is  available 
before  the  effective  date  of  the  agreement  permits  the  calculation  of  Feder- 
al average  manufacturer  price  for  at  least  15  months,  the  amount  of  the 
difference,  if  any,  between — 

"(i)  the  Federal  average  price  differential  (as  determined  under  para- 
graph (6)(A));  and 

"(ii)  the  amount  equal  to — 

"(I)  the  Federal  average  manufacturer  price  of  the  drug  or  bio- 
logical for  the  3-month  period  ending  on  the  date  that  is  12  months 
before  the  last  day  of  the  last  month  before  the  effective  date  of 
the  agreement  for  which  price  index  data  and  price  data  for  the 
drug  or  biological  are  available,  multiplied  by 

"(II)  the  percentage  increase  in  the  price  index  during  that  12- 
month  period;  or 

"(B)  in  the  case  of  a  drug  or  biological  for  which  such  data  does  not 
permit  the  calculation  of  that  price  for  as  many  months,  the  amount  of  the 
difference,  if  any,  between — 

"(i)  the  Federal  average  price  differential  (as  determined  under  para- 
graph (6)(B));  and 

"(ii)  an  amount  equal  to — 

"(I)  the  Federal  average  manufacturer  price  of  the  drug  or  bio- 
logical for  the  3-month  period  beginning  on  the  first  day  of  the 
month  next  following  the  month  in  which  marketing  of  the  drug  or 
biological  begins,  multiplied  by 

"(II)  the  percentage  increase  in  the  price  index  during  the  period 
beginning  on  such  day  and  ending  on  the  last  day  of  the  last 
month  before  the  effective  date  of  the  agreement  for  which  price 
index  data  are  available. 
"(2)  The  term  'covered  drug  or  biological'  means — 

"(A)  any  drug  marketed  under  a  new  drug  application  approved  by  the 
Secretary  of  Health  and  Human  Services  under  section  505  of  the  Federal 
Food,  Drug,  and  Cosmetic  Act  (21  U.S.C.  355);  and 

"(B)  any  biological  marketed  under  a  product  licensing  application  ap- 
proved by  the  Administrator  of  the  Food  and  Drug  Administration  pursu- 
ant to  section  351  of  the  Public  Health  Service  Act  (42  U.S.C.  262). 
"(3)  The  term  'depot'  means  a  centralized  commodity  management  system  op- 
erated by  the  Department  of  Defense  through  which  drugs  and  biologicals  pro- 
cured for  the  use  of  entities  of  the  Department  of  Defense  are — 
"(A)  received,  stored,  and  delivered  through — 

"(i)  a  warehouse  system  under  the  jurisdiction  and  operation  of  the 
Department  of  Defense;  or 

"(ii)  a  commercial  entity  operating  under  contract  with  the  Depart- 
ment of  Defense;  or 
"(B)  delivered  directly  from  the  manufacturer  to  the  entity  using  the 
drugs  or  biologicals. 
"(4)  The  term  'depot  price'  means  the  price  of  a  drug  or  biological  under  an 
agreement  between  the  Secretary  of  Defense  and  the  manufacturer  of  the  drug 
or  biological  to  determine  the  price  of  the  drug  or  biological  for  purchase 
through  depots. 

"(5)  The  term  'Federal  average  manufacturer  price',  with  respect  to  a  covered 
drug  or  biological  and  a  specified  period  of  time,  means  the  weighted  average 
price  of  a  single  form  and  dose  unit  of  the  drug  or  biological  that  is  paid  to  the 
manufacturer  of  the  drug  or  biological,  taking  into  account  any  cash  discounts 
or  similar  price  reductions,  during  that  period  by  wholesalers  (other  than  a 
price  paid  by  the  Federal  Government). 

"(6)  The  term  'Federal  average  price  differential',  with  respect  to  a  covered 
drug  or  biological  whose  price  is  established  under  an  agreement  under  this 
subchapter,  means — 

"(A)  in  the  case  of  a  drug  or  biological  for  which  data  that  is  available 
before  the  effective  date  of  the  agreement  permits  the  calculation  of  Feder- 
al average  manufacturer  price  for  at  least  15  months — 

"(i)  the  Federal  average  manufacturer  price  of  the  drug  or  biological 
during  the  3-month  period  ending  on  the  last  day  of  the  last  month 
before  the  effective  date  of  the  agreement  for  which  price  data  and 
price  index  data  are  available,  minus 
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"(ii)  the  Federal  average  manufacturer  price  of  the  drug  or  biological 
during  the  3-month  period  ending  on  the  date  that  is  1  year  before  the 
ending  of  such  3-month  period;  or 
"(B)  in  the  case  of  a  drug  or  biological  for  which  such  data  does  not 
permit  the  calculation  of  that  price  for  as  many  months — 

"(i)  the  Federal  average  manufacturer  price  of  the  drug  or  biological 
during  the  3-month  period  ending  on  the  last  day  of  the  last  month 
before  effective  date  of  the  agreement  for  which  price  data  and  price 
index  data  are  available,  minus 

"(ii)  the  Federal  average  manufacturer  price  of  the  drug  or  biological 
during  the  3-month  period  beginning  on  the  first  day  of  the  first  month 
next  following  the  month  in  which  marketing  of  the  drug  or  biological 
begins. 

"(7)  The  term  'manufacturer',  with  respect  to  a  drug  or  biological,  means — 
"(A)  an  entity  that  both  manufactures  and  distributes  the  drug  or  biologi- 
cal; or 

"(B)  if  no  such  entity  exists,  an  entity  that  distributes  the  drug  or  biologi- 
cal. 

The  term  does  not  include  a  wholesale  distributor  of  drugs  or  biologicals,  a 
retail  pharmacy  licensed  under  State  law,  or  a  practitioner  licensed  under  State 
law  and  authorized  to  dispense  drugs  and  biologicals. 

"(8)  The  term  'price  index'  means  the  Producer  Price  Index — Finished  Goods 
published  monthly  by  the  Bureau  of  Labor  Statistics. 

"(9)  The  term  'weighted  average  price',  with  respect  to  a  covered  drug  or  bio- 
logical and  a  specified  period  of  time,  means — 
"(A)  the  sum  of  the  products  of — 

"(i)  the  average  price  per  unit  of  each  package  quantity  of  the  drug 
or  biological  sold  during  the  period,  and 

"(ii)  the  number  of  units  of  the  drug  or  biological  sold  at  that  average 
price;  divided  by 

"(B)  the  total  number  of  units  of  the  drug  or  biological  sold  during  the 
period.". 

(b)  Clerical  Amendment. — The  table  of  sections  at  the;  beginning  of  chapter  55  of 
title  10,  United  States  Code,  is  amended  by  adding  after  the  item  relating  to  section 
1106  the  following  new  item: 


"1107.  Procurement  of  drugs  and 
biologicals  through  depots.". 

TITLE  VII— MISCELLANEOUS 

SEC.  701.  PERMANENT  AUTHORITY  TO  FURNISH  RESPITE  CARE. 

Section  1720B  is  amended  by  striking  out  subsection  (c). 

SEC.  702.  EXTENSION  OF  AUTHORITY  TO  ENTER  INTO  CONTRACTS  WITH  RESPECT  TO  THE  VETER- 
ANS MEMORIAL  MEDICAL  CENTER  IN  THE  PHILIPPINES. 

Section  1732(a)  is  amended  in  the  matter  above  paragraph  (1)  by  striking  out 
"September  30,  1992,"  and  inserting  in  lieu  thereof  "December  31,  1996,". 

SEC.  703.  PERMANENT  AUTHORITY  TO  WAIVE  CERTAIN  LIMITATIONS  APPLICABLE  TO  RECEIPT 
OF  RETIREMENT  PAY  BY  NURSES. 

Section  7426(c)  is  amended  by  striking  out  the  second  sentence. 

SEC.  704.  EXTENSION  OF  AUTHORITY  TO  CARRY  OUT  HEALTH  PROFESSIONAL  SCHOLARSHIP  PRO- 
GRAM. 

Section  7618  is  amended  by  striking  out  "September  30,  1992"  and  inserting  in 
lieu  thereof  "December  31,  1997". 

SEC.  705.  PERMANENT  AUTHORITY  TO  MAKE  GRANTS  TO  STATES  RELATING  TO  STATE  HOMES. 

Section  8133(a)  is  amended  in  the  first  sentence  by  striking  out  "through  Septem- 
ber 30,  1992."  and  inserting  in  lieu  thereof  a  period. 

Amend  the  title  so  as  to  read: 

To  amend  title  38,  United  States  Code,  to  revise  authorities  that  apply  to  nurse 
pay  and  to  State  home  facilities,  to  improve  the  provision  of  preventive  health  serv- 
ices, to  provide  for  a  program  of  mobile  health-care  clinics,  and  for  other  purposes. 
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Introduction 

On  April  9,  1992,  the  Committee's  Chairman,  Senator  Alan  Cran- 
ston, introduced  S.  2575,  the  proposed  "Department  of  Veterans  Af- 
fairs Nurse  Pay  Amendments  of  1992,'^  with  the  cosponsorship  of 
Committee  members  Dennis  DeConcini,  Daniel  K.  Akaka,  and 
Thomas  A.  Daschle.  Senator  Graham  joined  later  as  a  cosponsor.  S. 
2575  as  introduced  would  have  modified  VA  nurse  pay  legislation 
enacted  as  the  Department  of  Veterans  Affairs  Nurse  Pay  Act  of 
1990  (Public  Law  101-366)  and  extended  expiring  authorities  for 
certain  VA  health-care  programs. 

Earlier,  on  June  28,  1991,  S.  1424  was  introduced  by  Senator 
Kent  Conrad  with  the  cosponsorship  of  the  late  Senator  Quentin 
Burdick.  S.  1424  would  have  expanded  VA's  mobile  health-care 
clinic  program.  Joining  later  as  cosponsors  were  Committee  mem- 
bers DeConcini,  John  D.  Rockefeller  IV,  Graham,  Akaka,  and 
Daschle,  and  Senators  Harry  Reid,  Wendell  H.  Ford,  Carl  Levin, 
Howell  Heflin,  Terry  Sanford,  Larry  Pressler,  Slade  Gorton,  J. 
James  Exon,  Lloyd  Bentsen,  Max  Baucus,  Timothy  E.  Wirth,  Jeff 
Bingaman,  Herb  Kohl,  Donald  W.  Riegle,  Jr.,  Patrick  J.  Leahy, 
Richard  C.  Shelby,  Brock  Adams,  David  L.  Boren,  David  Pryor,  and 
Harris  Wofford. 

On  March  19,  1992,  S.  2372  was  introduced  by  Senator  Cranston 
with  the  cosponsorship  of  the  Committee's  Ranking  Republican 
Member,  Senator  Arlen  Specter,  and  Committee  members  Graham 
and  Daschle.  Joining  later  as  cosponsors  were  Senators  Gorton, 
Adams,  John  Seymour,  Claiborne  Pell,  Barbara  A.  Mikulski,  and 
John  Glenn.  S.  2372  would  have  provided  that  compensation  re- 
ceived by  recipients  of  VA  needs-based  pension  for  their  participa- 
tion in  therapeutic  work  programs  at  State  veterans  homes  not  be 
considered  income  for  purposes  of  the  VA  pension  program. 

On  May  14,  1992,  S.  2715  was  introduced  by  Senator  Specter  with 
the  cosponsorship  of  Committee  member  DeConcini.  Senator  Wof- 
ford joined  later  as  a  cosponsor.  S.  2715  would  have  established  a 
telephone  service  demonstration  project  at  two  VA  health-care  fa- 
cilities. 

On  May  19,  1992,  S.  2740,  the  proposed  "Veterans  Preventive 
Health  Act  of  1992,"  was  introduced  by  Senator  Cranston  with  the 
cosponsorship  of  Committee  members  DeConcini,  Rockefeller, 
Graham,  and  Akaka.  S.  2740  would  have  expanded  VA's  preventive 
health  programs. 

On  June  3,  1992,  the  Committee  held  a  hearing,  chaired  by  Sena- 
tor Cranston,  to  receive  testimony  on  S.  1424,  S.  2372,  S.  2575,  and 
S.  2740.  Testimony  on  these  bills  was  received  from  the  Depart- 
ment of  Veterans  Affairs  Chief  Medical  Director,  Dr.  James  W. 
Holsinger,  Jr.;  Mr.  David  P.  Baine,  Director  of  Federal  Health-Care 
Delivery  Issues,  U.S.  General  Accounting  Office;  and  representa- 
tives of  the  American  Association  of  Nurse  Anesthetists,  the  Amer- 
ican Nurses  Association,  the  Nurses  Association  of  Veterans  Af- 
fairs, The  American  Legion,  AMVETS,  the  Disabled  American  Vet- 
erans, the  Paralyzed  Veterans  of  America,  and  the  Veterans  of 
Foreign  Wars. 

After  carefully  reviewing  the  testimony  from  the  foregoing  hear- 
ing, the  Committee  met  in  open  session  on  June  24,  1992,  and  voted 
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by  a  unanimous  voice  vote  to  report  S.  2575  favorably  with  an 
amendment  in  the  nature  of  a  substitute  incorporating  provisions 
derived  from  S.  1424,  S.  2372,  S.  2740,  S.  2575  as  introduced,  and 
provisions  proposed  by  Senator  Specter  relating  to  the  administra- 
tion of  the  State  Home  program.  At  the  June  24,  1992,  markup  the 
Committee  also  approved  by  a  unanimous  voice  vote  an  amend- 
ment offered  by  Senator  Cranston,  derived  from  S.  1424  and  modi- 
fied by  a  second  degree  amendment  offered  by  Senator  Simpson,  re- 
garding VA  rural  health-care  clinics  and  approved  by  a  vote  of  8  to 
3  an  amendment  offered  by  Senators  Specter  and  DeConcini,  de- 
rived from  S.  2715,  regarding  telephone  service  in  VA  patient 
rooms.  At  the  Committee's  August  7,  1992,  the  Committee  ap- 
proved by  voice  vote,  with  Senator  Specter  expressly  abstaining,  an 
amendment  offered  by  Senators  Rockefeller,  Simpson,  Murkowski, 
and  Cranston  regarding  VA  prices  for  pharmaceuticals.  The  Com- 
mittee also  approved  by  unanimous  consent  an  additional  amend- 
ment offered  by  Senator  Cranston  regarding  the  State  Home  pro- 
gram. 

Summary  of  S.  2575  as  Reported 

S.  2575  as  reported  (hereinafter  referred  to  as  the  "Committee 
bill")  consists  of  seven  titles  summarized  below. 

TITLE  I — NURSE  PAY 

Title  I  contains  freestanding  provisions  and  amendments  to  title 
38  that  would: 

Section  101 

1.  Replace  the  current  four-grade  Department  of  Veterans  Af- 
fairs nurse  pay  schedule  with  a  schedule  of  five  grades,  designated 
Nurse  I  through  Nurse  V. 

Section  102 

2.  Authorize  the  Secretary  of  Veterans  Affairs  to  establish  and 
adjust  the  rates  of  basic  pay  for  employees  in  covered  positions  at 
the  Veterans  Memorial  Medical  Center  in  the  Philippines  and  the 
VA  Medical  Center  in  San  Juan,  Puerto  Rico,  and  its  satellite  fa- 
cilities in  order  to  provide  rates  of  pay  necessary  to  recruit  and 
retain  sufficient  numbers  of  qualified  employees  at  those  facilities. 

Section  103 

3.  Authorize  the  Secretary  to  permit  the  director  of  a  VA  health- 
care facility,  in  conducting  a  local  wage  survey  for  purposes  of  the 
VA  locality-pay  system  for  certain  health-care  personnel,  to  use,  in 
accordance  with  regulations  prescribed  by  the  Secretary,  data  on 
(a)  beginning  rates  of  compensation  for  employees  in  comparable 
positions  at  non-VA  facilities  in  a  comparable,  but  not  geographi- 
cally coterminous,  labor-market  area,  if  the  director  demonstrates 
that  sufficient  data  cannot  be  obtained  within  the  local  labor- 
market  area  to  establish  competitive  salaries;  and  (b)  compensation 
received  by  certified  registered  nurse  anesthetists  (CRNAs)  em- 
ployed in  salaried  positions  by  firms  that  provide  anesthesia  serv- 
ices on  a  contract  basis  within  the  local  labor-market  area,  if  the 
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director  demonstrates  that  data  on  salaries  paid  to  CRNAs  em- 
ployed by  health-care  facilities  in  that  are  not  sufficient  to  estab- 
lish competitive  salary  rates. 

Section  104 

4.  Require  the  director  of  a  VA  health-care  facility  to  include  in 
the  survey  on  which  locality  pay  is  to  based  the  minimum  rates  of 
pay  actually  paid  to — rather  than  established  for — employees  in 
covered  positions  by  non-VA  facilities  in  the  local  labor-market 
area. 

Section  105 

5.  (a)  Authorize  the  Secretary  to  increase  the  rate  of  basic  pay  of 
an  employee  in  a  position  covered  by  locality  pay  who  transfers, 
upon  the  request  of  the  Secretary  (not  including  an  employee 
transferred  as  a  result  of  disciplinary  action),  to  a  comparable  or 
more  responsible  position  at  a  VA  health-care  facility  at  which  the 
rate  of  pay  for  the  position  is  lower  than  that  paid  for  such  a  posi- 
tion at  the  VA  facility  from  which  the  employee  transferred;  and 
(b)  require  the  Secretary  to  include  information  on  the  use  of  this 
transferred-employee  pay  authority  in  the  annual  report  to  Con- 
gress on  the  implementation  of  the  Department  of  Veterans  Affairs 
Nurse  Pay  Act  of  1990. 

TITLE  II — PREVENTIVE  HEALTH  CARE 

Title  II  contains  freestanding  provisions  and  amendments  to  title 
38  that  would: 

Section  203 

1.  Require  the  Chief  Medical  Director  (CMD)  to  establish  within 
the  Veterans  Health  Administration  (VHA)  a  National  Center  for 
Preventive  Health  Care  (Center). 

2.  Require  the  Director  of  the  Center  to  acquire,  maintain,  and 
disseminate  current  information  on  VA  and  non-VA  clinical  prac- 
tices and  research  concerning  preventive  health  services;  monitor 
implementation  of  the  recommendations  of  the  Preventive  Health 
Services  Advisory  Committees;  facilitate  cooperative  research  con- 
cerning health  outcomes  resulting  from  various  preventive  serv- 
ices; advise  VA  health-care  personnel  regarding  the  conduct  of  pre- 
ventive health  services  activities  and  research;  and  issue  annual  re- 
ports regarding  VA's  preventive  health  services  activities  and  re- 
search findings. 

Section  203 

3.  Authorize  the  appropriation  of  $2,500,000  annually  to  fund  the 
Center's  research,  clinical,  educational,  and  administrative  activi- 
ties and  specify  that  the  costs  of  the  Center  be  paid  from  VA's 
Medical  Care  account. 

Section  204 

4.  Require  the  Secretary  to  establish  a  Preventive  Health  Adviso- 
ry Committee  (Advisory  Committee)  whose  members  would  be  ap- 
pointed by  the  Secretary  upon  the  recommendation  of  the  CMD. 
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Members  would  be  non-VA  employees  who  have  demonstrated  in- 
terest and  expertise  in  research,  education,  and  clinical  activities 
related  to  the  provision  of  preventive  health  services,  including 
both  persons  who  are  and  who  are  not  employees  for  the  federal 
government  and  representatives  of  veterans  who  receive  health 
services  from  VA. 

Section  204 

5.  Require  the  Advisory  Committee  to  advise  the  Secretary, 
through  the  EMD,  regarding  general  developments  in  preventive 
health  services  research  and  clinical  activities,  as  well  as  the  initi- 
ation, enhancement,  modification,  and  discontinuation  of  the  fur- 
nishing of  specific  preventive  health  services;  respond  to  request  of 
the  Secretary  or  the  CMD  for  information  on  specific  research  and 
clinical  activities;  and  submit  to  the  Secretary,  through  the  CMD, 
an  annual  report  and  any  other  reports  the  Committee  considers 
appropriate. 

Section  204 

6.  Require  the  Secretary,  (a)  in  the  case  of  an  Advisory  Commit- 
tee report  other  than  the  Advisory  Committee's  annual  report,  to 
transmit  the  report,  together  with  the  Secretary's  comments  and 
recommendations,  to  the  appropriate  Committees  of  the  Congress 
not  later  than  90  days  after  receipt  of  a  report  from  the  Advisory 
Committee,  and  (b)  in  the  case  of  the  Advisory  Committee's  annual 
report,  to  transmit  that  report  to  the  Committees  on  Veterans'  Af- 
fairs of  the  Senate  and  House  of  Representatives  as  part  of  the  Sec- 
retary's annual  report  to  the  Committees  under  section  205. 

Section  205 

7.  Require  the  Secretary  to  submit  to  the  Committees  on  Veter- 
ans' Affairs  of  the  Senate  and  House  of  Representatives  an  annual 
report  that  would  include  information  concerning  the  types  of  pre- 
ventive health  services  furnished  by  VA,  the  resources  used  to  fur- 
nish those  services,  and  the  number  of  veterans  furnished  such 
services;  the  means  by  which  VA  addressed  the  specific  preventive 
health  services  needs  of  particular  groups  of  veterans;  the  coordina- 
tion of  the  furnishing  of  preventive  health  services  within  VA;  the 
integration  of  preventive  health  services  into  VA  training  pro- 
grams for  health-care  professionals;  VA's  participation  in  coopera- 
tive preventive  health  efforts  with  other  governmental  and  nongov- 
ernmental entities;  specific  VA  research  concerning  the  long-term 
relationships  among  screening  activities,  treatment,  and  morbidity 
and  mortality  outcomes;  the  cost  effectiveness  of  specific  preventive 
health  services;  preventive  health  services  research  carried  out  by 
VA  employees  or  using  VA  funds,  equipment,  office  space  space,  or 
other  support  services;  the  membership,  activities,  and  report  of 
the  Advisory  Committee;  and  an  accounting  of  the  expenditure  of 
funds  by  the  Center. 

Section  201 

8.  Revise  the  definition  of  the  preventive  health  services  that  VA 
is  authorized  to  furnish  to  include  expressly  periodic  medical  and 
dental  examinations  (including  screening  for  high  blood  pressure. 
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glaucoma,  high  cholesterol,  and  colorectal  and  gender-specific  can- 
cers), and  patient  health  education  (including  education  relating  to 
nutrition,  stress  management,  physical  fitness,  and  stopping  smok- 
ing). 

TITLE  III — STATE  HOME  FACILITIES 

Title  III  of  the  Committee  bill  contains  freestanding  provisions 
and  amendments  to  title  38  that  would: 

Section  SOI 

1.  Amend  section  1718  of  title  38  to  add  a  new  subsection  (g)  that 
would:  First,  clarify  that  neither  a  veteran's  participation  in  a 
State  home  incentive  therapy  (IT)  or  compensated  work  therapy 
(CWT)  program  that  the  Secretary  approves  as  conforming  to  VA 
standards,  nor  a  veteran's  receipt  of  pajnment  for  participating  in 
such  a  program  may  be  used  as  a  basis  for  denying  or  discontinu- 
ing a  rating  of  total  disability  on  the  basis  of  unemployability,  and 
second,  provide  that  a  payment  to  a  veteran  participating  in  an  ap- 
proved State  home  IT  or  CWT  program  be  considered  to  be  a  dona- 
tion form  a  public  or  private  relief  organization. 

Section  S02 

2.  Extend  from  90  days  to  180  days  the  period,  following  condi- 
tional approval  of  a  State's  application  for  State  Home  Program 
funds,  within  which  a  State  must  meet  all  requirements  for  partici- 
pation in  the  State  Home  Program. 

Section  303 

3.  Prohibit  the  obligation  of  funds  for  a  State  Home  project  until 
the  beginning  of  the  next  fiscal  year  if  a  State  fails  to  complete  all 
requirements  for  participation  in  the  State  Home  Program  within 
the  conditional-approval  period. 

Section  304 

4.  Specify  that  the  20-year  period  during  which  VA  may  "recap- 
ture" funds  for  a  facility  no  longer  used  as  a  State  Home  begins  on 
the  date  on  which  the  final  architectural  and  engineering  inspec- 
tion is  completed. 

Section  305 

5.  Allow  the  Secretary  to  pay  to  States  per  diem  rates  for  the 
care  of  veterans  in  State  veterans  homes  for  the  time  period  be- 
tween the  recognition  inspection  and  the  notification  of  recognition 
retroactivity  after  the  issuing  of  the  official  recondition  notifica- 
tion. 

TITLE  IV—RURAL  HEALTH — CARE  CLINICS 

Title  IV  contains  freestanding  provisions  and  amendments  to 
title  38  that  would: 

Section  401 

1.  Require  VA,  during  the  three-year  period  beginning  on  Octo- 
ber 1,  1992,  to  conduct  a  rural  health-care  clinic  program  in  States 
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in  which  significant  numbers  of  veterans  reside  in  areas  geographi- 
cally remote  from  existing  health-care  facilities,  as  determined  by 
the  Secretary. 

Section  401 

2.  Require  VA  to  conduct  the  program  through  the  use  of  (a) 
mobile  health-care  clinics  equipped,  operated,  and  maintained  by 
VA  personnel,  and  (b)  part-time  stationary  clinics  operated  by  VA 
personnel  and  through  contracts  with  non-VA  entities. 

Section  iOl 

3.  Require  VA  to  furnish  health-care  services  through  the  pro- 
gram at  locations  at  least  100  miles  from  the  nearest  VA  health- 
care facility,  or  in  areas  less  than  100  miles  from  the  nearest  VA 
health-care  facility  which  the  Secretary  determines  to  be  appropri- 
ate for  the  furnishing  of  health-care  services  through  the  program. 

Section  401 

4.  Extend  eligibility  to  receive  health-care  services  through  the 
program  to  all  veterans  who  are  eligible  for  VA  health-csise  serv- 
ices under  chapter  17  of  title  38. 

Section  JfOl 

5.  Require  VA  to  begin  operating  at  least  three  rural  health-care 
clinics,  at  least  one  of  which  must  be  a  mobile  health-care  clinic, 
during  each  of  the  three  fiscal  years  of  the  program. 

Section  401 

6.  Prohibit  VA  from  operating  as  part  of  the  program  more  than 
one  rural  health-care  clinic  in  any  State. 

Section  401 

7.  Require  the  Secretary,  not  later  than  December  31,  1996,  to 
submit  to  Congress  a  report  on  the  program. 

Section  401 

8.  Authorize  appropriations  of  $3  million  in  FY  1993,  $6  million 
in  FY  1994,  and  $9  million  in  FY  1995  for  the  rural  health-care 
clinic  program  and  prohibit  the  expenditure  of  funds  for  the  pro- 
gram unless  expressly  appropriated  for  that  purpose. 

TITLE  V — TELEPHONE  USE  DEMONSTRATION  PROJECT 

Title  V  contains  freestanding  provisions  that  would: 
Section  501 

Require  VA  to  (a)  establish,  at  the  VA  Medical  Centers  in  Phila- 
delphia, Pennsylvania,  and  Tucson,  Arizona,  demonstration 
projects  on  bedside  telephone  installations  for  the  purpose  of  deter- 
mining the  feasibility  and  desirability  of  telephone  installations  in 
patients'  rooms  in  VA  health-care  facilities;  (b)  ensure  that  costs 
associated  with  long-distance  telephone  calls  are  borne  by  patients 
making  such  calls;  (c)  evaluate  (1)  the  costs  of  installing,  using  and 
maintaining  equipment  (including  special  equipment  for  the  dis- 
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abled),  (2)  the  savings  generated  by  patient  access  to  telephone 
service  (including  savings  attributable  to  the  freeing  of  staff  from 
the  burden  of  assisting  patients  in  making  and  receiving  calls),  and 
(3)  the  positive  therapeutic  effects  of  ready  access  to  telephone  serv- 
ice; (d)  report  to  the  Committees  on  Veterans'  Affairs  of  the  Senate 
and  the  House  of  Representatives,  not  later  than  September  30, 
1994,  on  VA's  findings  with  respect  to  the  demonstration  projects 
and  include  in  the  report  information  regarding  (1)  VA's  determi- 
nations with  respect  to  costs,  savings,  and  positive  therapeutic  ef- 
fects of  the  demonstration  project,  and  (2)  VA's  assessment  with  re- 
spect to  the  feasibility  and  desirability  of  national  telephone  instal- 
lations. 

TITLE  VI — PROCUREMENT  OF  PHARMACEUTICALS 

Title  VI  contains  amendments  to  titles  10,  38,  and  41  of  the 
United  States  Code  that  would: 

Section  602 

1.  (a)  Require  a  manufacturer  of  a  drug  or  biological,  not  later 
than  five  months  after  the  date  of  enactment — as  a  condition  of  (1) 
selling  the  drug  or  biological  to  a  Federal  agency  (the  Department 
of  Veterans  Affairs  (VA),  the  Department  of  Defense  (DoD),  or  the 
Public  Health  Service  (PHS));  (2)  receiving  payment  for  the  drug  or 
biological  under  the  Medicaid  program;  and  (3)  receiving  pajonent 
for  the  drug  or  biological  directly  or  indirectly  from  any  entity  that 
receives  funds  under  the  Public  Health  Service  Act— to  enter  into  a 
master  agreement  with  the  Administrator  of  the  General  Services 
Administration  (GSA)  under  which  the  manufacturer  must  agree 
to  enter  into  Federal  Supply  Schedule  (FSS),  VA  depot,  and  DoD 
depot  pharmaceutical  pricing  agreements  (described  below);  (b)  re- 
quire the  manufacturer  to  enter  into  FSS,  VA  depot,  and  DoD 
depot  pricing  agreements  for  a  drug  or  biological  within  six  months 
of  the  date  of  enactment,  or,  if  the  Secretary  of  Veterans  Affairs  or 
Defense  does  not  desire  to  enter  into  such  an  agreement  during 
that  time  period,  within  30  days  after  the  Secretary  makes  a  re- 
quest to  enter  into  a  pricing  agreement;  (c)  require  that  prices 
charged  to  a  Federal  agency  under  FSS,  VA  depot,  or  DoD  depot 
pharmaceutical  pricing  agreements  be  established  in  accordance 
with  the  provisions  of  the  Committee  bill;  (d)  require  that  the  Ad- 
ministrator of  GSA  prescribe  procedures  under  which  the  Secre- 
tary of  Veterans  Affairs  or  Defense  must  notify  a  manufacturer  of 
the  Secretary's  desire  to  enter  into  an  FSS,  VA  depot,  or  DoD 
depot  pharmaceutical  pricing  agreement;  (e)  with  respect  to  a  drug 
or  biological  first  marketed  after  the  date  of  enactment,  require  the 
manufacturer  (1)  within  two  months  after  the  date  on  which  such 
marketing  begins  (A)  if  the  manufacturer  has  previously  entered 
into  a  master  agreement  with  the  Administrator  of  GSA,  to  amend 
that  agreement  to  cover  the  new  drug  or  biological,  or  (B)  if  the 
manufacturer  has  not  previously  entered  into  a  master  agreement, 
to  enter  into  one,  and  (2)  to  enter  into  FSS,  VA  depot,  and  DoD 
depot  pharmaceutical  pricing  agreements  within  three  months 
after  the  drug  or  biological  is  first  marketed  or,  if  the  Secretary  of 
Veterans  Affairs  or  Defense  does  not  desire  to  enter  into  such  an 
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agreement  during  that  time  period,  within  30  days  after  the  Secre- 
tary makes  a  request  to  enter  into  such  a  pricing  agreement. 

Section  60S 

2.  Define  "covered  drug  or  biological"  as  any  biological  marketed 
under  a  product  licensing  application  approved  by  the  Administra- 
tor of  FDA  or  any  drug  marketed  under  a  new  drug  application  ap- 
proved by  FDA  and  provide  that  prices  for  such  drugs  and  biologi- 
cals  procured  through  the  FSS  be  determined  as  follows:  (a)  in  the 
case  of  drug  or  biological  that  was  on  the  FSS  on  September  1, 
1990,  an  amount  no  greater  than  76  percent  of  the  Federal  average 
manufacturer  price  (FAMP)  for  the  drug  or  biological  during  the 
most  recent  12-month  period  prior  to  the  effective  date  of  a  new 
FSS  agreement  for  which  FAMP  data  are  available  minus,  in  the 
case  of  a  drug  or  biological  for  which  the  FAMP  has  increased 
during  that  12-month  period,  the  additional  price  discount  amount 
(the  amount  by  which,  if  any,  the  increase  in  the  FAMP  during 
that  period  exceeds  the  increase  in  the  Producer  Price  Index-Fin- 
ished Goods  during  that  period);  (b)  in  the  case  of  a  drug  or  biologi- 
cal that  was  not  on  FSS  on  September  1,  1990,  but  was  approved 
for  marketing  by  the  Administrator  of  the  Food  and  Drug  Adminis- 
tration (FDA)  prior  to  the  date  of  enactment  of  the  Committee  bill, 
an  amount  no  greater  than  76  percent  of  the  FAMP  for  the  drug  or 
biological  during  (1)  the  most  recent  12-month  period  prior  to  the 
effective  date  of  a  new  FSS  agreement  for  which  FAMP  data  are 
available,  minus,  in  the  case  of  a  drug  or  biological  for  which  the 
FAMP  has  increased  during  the  applicable  period,  the  additional 
price  discount  amount,  or  (2)  where  the  FAMP  cannot  be  calculated 
for  the  15  months  prior  to  the  effective  date  of  the  agreement,  the 
period  beginning  on  the  date  on  which  marketing  of  the  drug  or 
biological  begins  and  ending  on  the  effective  date  of  the  agreement, 
minus,  in  the  case  of  a  drug  or  biological  for  which  the  FAMP  has 
increased  during  the  applicable  period,  the  additional  price  dis- 
count amount;  (c)  for  a  drug  or  biological  that  is  approved  for  mar- 
keting by  FDA  after  the  date  of  enactment  of  this  Act,  an  amount 
no  greater  than  76  percent  of  the  FAMP  for  the  drug  or  biological 
during  (1)  the  most  recent  12-month  period  prior  to  the  effective 
date  of  a  new  FSS  agreement  for  which  FAMP  data  are  available, 
minus,  in  the  case  of  a  drug  or  biological  for  which  the  FAMP  has 
increased  during  the  applicable  period,  the  additional  price  dis- 
count amount,  or  (2)  where  the  FAMP  cannot  be  calculated  for  the 
15  months  prior  to  the  effective  date  of  the  agreement,  the  period 
beginning  on  the  date  on  which  marketing  of  the  drug  or  biological 
begins  and  ending  on  the  effective  date  of  the  agreement;  (d)  au- 
thorize the  Secretary  of  Veterans  Affairs  to  negotiate  a  price  that 
is  nominally  higher,  as  determined  by  the  Secretary,  than  the  FSS 
price  that  would  otherwise  be  established  for  that  covered  drug  or 
biological  under  the  mechanisms  established  under  the  Committee 
bill,  if  the  Secretary  determines  that  such  excess  price  is  in  the 
best  interests  of  VA;  (e)  provide,  in  the  case  of  a  multi-year  FSS 
agreement,  that  the  price  of  a  drug  or  biological  may  be  increased 
on  an  annual  basis  by  a  percentage  no  greater  than  the  increase  in 
the  Producer  Price  Index-Finished  Goods  during  the  preceding 
year;  (f)  provide  that  a  price  negotiated  under  a  subsequent  FSS 
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agreement  would  not  exceed  the  price  for  the  drug  or  biological  on 
the  effective  date  of  the  expiring  agreement  increased  by  the  per- 
centage increase  in  the  Producer  Price  Index-Finished  Goods  from 
the  effective  date  through  the  expiration  date  of  the  expiring 
agreement;  (g)  with  regard  to  data  on  the  Federal  average  manu- 
facturer price  (FAMP)  of  a  drug  or  biological  (1)  require  manufac- 
turers to  report  FAMP  data  to  the  Secretary  of  Veterans  Affairs, 
in  a  manner  determined  by  the  Secretary  (A)  before  entering  into 
an  FSS  (or  VA  depot)  pricing  agreement,  for  the  12-month  period 
prior  to  the  effective  date  of  such  an  agreement,  and  (B)  not  more 
than  30  days  after  the  end  of  the  previous  calendar  quarter  for 
each  calendar  quarter  in  which  the  FSS  (or  VA  depot)  agreement  is 
in  force,  (2)  authorize  the  Secretary  of  Veterans  Affairs  to  impose 
civil  monetary  penalties  on  manufacturers  that  fail  to  report  data 
on  their  FAMPs  in  a  timely  fashion  or  that  report  false  informa- 
tion, (3)  authorize  the  Secretary  to  audit  the  relevant  records  of  (A) 
the  manufacturer  of  a  drug  or  biological  covered  by  an  FSS  (or  VA 
depot)  contract  to  determine  the  accuracy  of  FAMP  data  reported 
to  the  Secretary  by  the  manufacturer,  and  (B)  any  wholesaler  that 
distributes  that  drug  or  biological,  and  (4)  provide  for  FAMP  data 
transmitted  by  manufacturers  to  the  Secretary  to  remain  confiden- 
tial. 

Section  60S 

3.  Provide  for  the  Secretary  to  negotiate  with  manufacturers  to 
establish  FSS  prices  for  generic  and  nonprescription  drugs  and  bio- 
logicals. 

Section  606 

4.  (a)  Provide  that  prices  for  covered  drugs  and  biologicals  pro- 
cured through  VA  depots  be  determined  as  follows:  (1)  in  the  case 
of  a  drug  or  biological  that  was  procured  by  VA  through  a  VA 
depot  on  September  1,  1990,  an  amount  no  greater  than  76  percent 
of  the  FAMP  for  the  drug  or  biological  during  the  most  recent  12- 
month  period  prior  to  the  effective  date  of  a  new  FSS  agreement 
for  which  FAMP  data  are  available  minus,  in  the  case  of  a  drug  or 
biological  for  which  the  FAMP  has  increased  during  the  12-month 
period,  the  additional  price  discount  amount  (the  amount  by  which, 
if  any,  the  increase  in  the  FAMP  during  that  period  exceeds  the 
increase  in  the  Producer  Price  Index-Finished  Goods  during  that 

eriod);  (2)  in  the  case  of  a  drug  or  biological  that  was  not  procured 
y  VA  through  a  VA  depot  on  September  1,  1990,  but  was  ap- 
proved for  marketing  by  the  FDA  prior  to  the  date  of  enactment  of 
the  Committee  bill,  an  amount  no  greater  than  76  percent  of  the 
FAMP  for  the  drug  or  biological  during  (A)  the  most  recent  12- 
month  period  prior  to  the  effective  date  of  a  new  FSS  agreement 
for  which  FAMP  data  are  available,  minus,  in  the  case  of  a  drug  or 
biological  for  which  the  FAMP  has  increased  during  the  applicable 
period,  the  additional  price  discount  amount,  or  (B)  where  the 
FAMP  cannot  be  calculated  for  the  15  months  prior  to  the  effective 
date  of  the  agreement,  the  period  beginning  on  the  date  on  which 
marketing  of  the  drug  or  biological  begins  and  ending  on  the  effec- 
tive date  of  the  agreement,  minus,  in  the  case  of  a  drug  or  biologi- 
cal for  which  the  FAMP  has  increased  during  the  applicable 
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period,  the  additional  price  discount  amount;  (3)  for  a  drug  or  bio- 
logical that  is  approved  for  marketing  by  FDA  after  the  date  of  en- 
actment of  this  Act,  and  amount  no  greater  than  76  percent  of  the 
FAMP  for  the  drug  or  biological  during  (A)  the  most  recent  12- 
month  period  prior  to  the  effective  date  of  a  new  FSS  agreement 
for  which  FAMP  data  are  available,  minus,  in  the  case  of  a  drug  or 
biological  for  which  the  FAMP  has  increased  during  the  applicable 
period,  the  additional  price  discount  amount,  or  (B)  where  the 
FAMP  cannot  be  calculated  for  the  15  months  prior  to  the  effective 
date  of  the  agreement,  the  period  beginning  on  the  date  on  which 
marketing  of  the  drug  or  biological  begins  and  ending  on  the  effec- 
tive date  of  the  agreement;  (b)  authorize  the  Secretary  of  Veterans 
Affairs  to  negotiate  a  price  that  is  nominally  higher,  as  determined 
by  the  Secretary,  than  the  depot  price  that  would  otherwise  be  de- 
termined for  that  single  source  or  innovator  multiple  source  drug 
or  biological,  if  the  Secretary  determines  that  such  excess  price  is 
in  the  best  interests  of  VA;  (c)  provide  for  the  Secretary  to  negoti- 
ate with  manufacturers  to  establish  prices  for  generic  and  nonpre- 
scription drugs;  (d)  provide,  in  the  case  of  a  multi-year  depot  agree- 
ment, that  the  price  of  a  drug  or  biological  may  be  increased  on  an 
annual  basis  by  a  percentage  no  greater  than  the  increase  in  the 
Producer  Price  Index-Finished  Goods  during  the  preceding  year;  (e) 
provide  that  a  price  negotiated  under  a  subsequent  depot  price 
agreement  would  not  exceed  the  price  for  the  drug  or  biological  on 
the  effective  date  of  the  expiring  depot  price  agreement  increased 
by  the  percentage  increase  in  the  Producer  Price  Index-Finished 
Goods  from  the  effective  date  through  the  expiration  date  of  the 
expiring  agreement. 

Section  605 

5.  Provide  that,  when  a  State  Veterans  Home  purchases  drugs 
and  biologicals  which  are  listed  on  the  FSS,  the  prices  paid  by  such 
home  shall  be  no  greater  than  FSS  prices. 

Section  606 

6.  (a)  Authorize  VA  to  negotiate  and  enter  into  pharmaceutical 
contracts,  to  be  known  as  Unified  Pharmaceutical  Award  Contracts 
(UPACs),  on  behalf  of  (1)  governmental  entities,  including  State 
Veterans  Homes  and  other  federal.  State,  county,  and  municipal 
health-care  programs,  and  (2)  certain  Public  Health  Service-funded 
clinics;  (b)  require  an  entity  which  desires  to  participate  in  a  UP  AC 
to  (1)  enter  into  an  agreement  with  VA  on  a  basis  to  be  determined 
by  the  Secretary,  to  participate  in  a  UP  AC,  (2)  make  a  commitment 
to  purchase  a  certain  quantity  of  the  drug  or  biological  during  the 
UP  AC  contract  period,  (3)  provide  adequate  proof  of  fiscal  capabil- 
ity to  meet  the  purchase  volume  commitment,  (4)  provide  reasona- 
ble evidence  that  the  drug  will  not  be  diverted  to  for-profit  sales, 
and  (5)  pay  to  VA's  revolving  supply  fund  a  contract  user  fee  to 
offset  VA's  administrative  costs  relating  to  UPACs;  (c)  authorize 
the  Secretary  to  determine,  for  each  UP  AC  agreement,  which  gov- 
ernmental entities  will  participate  in  the  UP  AC;  (d)  authorize  the 
Secretary  to  impose  civil  monetary  penalties  on  any  governmental 
entity  that  diverts  to  for-profit  sales  any  drug  or  biological  pro- 
cured through  a  UPAC  agreement. 
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Section  607 

7.  Define  ''covered  drug  or  biological"  as  any  biological  marketed 
under  a  product  licensing  application  approved  by  the  Administra- 
tor of  FDA  or  any  drug  marketed  under  a  new  drug  application  ap- 
proved by  FDA  and  (a)  provide  that  prices  for  single  source  and  in- 
novator multiple  source  drugs  and  biologicals  procured  through 
DoD  depots  be  determined  as  follows:  (1)  in  the  case  of  drug  or  bio- 
logical that  was  procured  by  DoD  through  a  DoD  depot  on  Septem- 
ber 1,  1990,  an  amount  no  greater  than  76  percent  of  the  FAMP  for 
the  drug  or  biological  during  the  most  recent  12-month  period  prior 
to  the  effective  date  of  a  new  FSS  agreement  for  which  FAMP  data 
are  available  minus,  in  the  case  of  a  drug  or  biological  for  which 
the  FAMP  has  increased  during  the  12-month  period,  the  addition- 
al price  discount  amount  (the  amount  by  which,  if  any,  the  in- 
crease in  the  FAMP  during  that  period  exceeds  the  increase  in  the 
Producer  Price  Index-Finished  Goods  during  that  period),  (2)  in  the 
case  of  a  drug  or  biological  that  was  not  procured  by  DoD  through 
a  DoD  depot  on  September  1,  1990,  but  was  approved  for  marketing 
by  FDA  prior  to  the  date  of  enactment  of  the  Committee  bill,  an 
amount  no  greater  than  76  percent  of  the  FAMP  for  the  drug  or 
biological  during  (A)  the  most  recent  12-month  period  prior  to  the 
effective  date  of  a  new  FSS  agreement  for  which  FAMP  data  are 
available,  minus,  in  the  case  of  a  drug  or  biological  for  which  the 
FAMP  has  increased  during  the  applicable  period,  the  additional 
price  discount  amount,  or  (B)  where  the  FAMP  cannot  be  calculat- 
ed for  the  15  months  prior  to  the  effective  date  of  the  agreement, 
the  period  beginning  on  the  date  on  which  marketing  of  the  drug 
or  biological  begins  and  ending  on  the  effective  date  of  the  agree- 
ment, minus,  in  the  case  of  a  drug  or  biological  for  which  the 
FAMP  has  increased  during  the  applicable  period,  the  additional 
price  discount  amount;  (3)  for  a  drug  or  biological  that  is  approved 
for  marketing  by  FDA  after  the  date  of  enactment  of  this  Act,  an 
amount  no  greater  than  76  percent  of  the  FAMP  for  the  drug  or 
biological  during  (A)  the  most  recent  12-month  period  prior  to  the 
effective  date  of  a  new  FSS  agreement  for  which  FAMP  data  are 
available,  minus,  in  the  case  of  a  drug  or  biological  for  which  the 
FAMP  has  increased  during  the  applicable  period,  the  additional 
price  discount  amount,  or  (B)  where  the  FAMP  cannot  be  calculat- 
ed for  the  15  months  prior  to  the  effective  date  of  the  agreement, 
the  period  beginning  on  the  date  on  which  marketing  of  the  drug 
or  biological  begins  and  ending  on  the  effective  date  of  the  agree- 
ment; (b)  authorize  the  Secretary  of  Defense  to  negotiate  a  price 
that  is  nominally  higher,  as  determined  by  the  Secretary,  than  the 
depot  price  that  would  otherwise  be  established  for  that  covered 
drug  or  biological,  if  the  Secretary  determines  that  such  excess 
price  is  in  the  best  interests  of  DoD;  (c)  provide  for  the  Secretary  to 
negotiate  with  manufacturers  to  establish  prices  for  generic  and 
nonprescription  drugs  and  biologicals;  (d)  provide,  in  the  case  of  a 
multi-year  DoD  depot  agreement,  that  the  price  of  a  drug  or  biolog- 
ical may  be  increased  on  an  annual  basis  by  a  percentage  no  great- 
er than  the  increase  in  the  Producer  Price  Index-Finished  Goods 
during  the  preceding  year;  (e)  provide  that  a  price  negotiated  under 
a  subsequent  DoD  depot  agreement  would  not  exceed  the  price  for 
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the  drug  or  biological  on  the  effective  date  of  the  expiring  agree- 
ment increased  by  the  percentage  increase  in  the  Producer  Price 
Index-Finished  Goods  from  the  effective  date  through  the  expira- 
tion date  of  the  expiring  agreement;  (f)  with  regard  to  data  on  the 
FAMP  of  a  drug  or  biological  (1)  require  manufacturers  to  report 
FAMP  data  to  the  Secretary  of  Defense,  in  a  manner  determined 
by  the  Secretary  (A)  prior  to  entering  into  a  DoD  depot  pricing 
agreement,  for  the  12-month  period  prior  to  the  effective  date  of 
such  an  agreement,  and  (B)  not  more  than  30  days  after  the  end  of 
the  previous  calendar  quarter  for  each  calendar  quarter  in  which 
the  DoD  depot  agreement  is  in  force,  (2)  authorize  the  Secretary  of 
Defense  to  impose  civil  monetary  penalties  on  manufacturers  that 
fail  to  report  data  on  their  FAMPs  to  the  Secretary  in  a  timely 
fashion  or  that  report  false  information,  (3)  authorize  the  Secretary 
of  Defense  to  audit  the  relevant  records  of  (A)  the  manufacturer  of 
a  drug  or  biological  covered  by  a  DoD  depot  contract  to  determine 
the  accuracy  of  FAMP  data  reported  by  the  manufacturer,  and  (B) 
any  wholesaler  that  distributes  that  drug  or  biological,  and  (4)  pro- 
vide for  FAMP  data  transmitted  by  manufacturers  to  the  Secretary 
to  remain  confidential. 

TITLE  VII — MISCELLANEOUS 

Title  VII  of  the  Committee  bill  contains  amendments  to  title  38 
that  would: 

Section  701 

1.  Make  permanent  VA's  authority  to  furnish  respite  care  to  vet- 
erans eligible  to  receive  VA  hospital,  nursing  home,  or  domiciliary 
care. 

Section  702 

2.  Extend  for  four  years  and  three  months,  through  December  31, 

1996,  VA's  authority  to  enter  into  contracts  with  the  Veterans  Me- 
morial Medical  Center  in  the  Philippines  for  the  United  States  to 
provide  for  payments  for  hospital  care  and  medical  services  to  eligi- 
ble U.S.  veterans. 

Section  708 

3.  Make  permanent  VA's  authority  to  waive  the  restrictions  on 
receipt  of  military  retirement  pay  contained  in  section  5532  of  title 
5  if  necessary  to  meet  special  or  emergency  needs  for  registered 
nurses  resulting  from  a  critical  shortage  of  well-qualified  candi- 
dates. 

Section  70k 

4.  Extend  for  five  years  and  three  months,  through  December  31, 

1997,  the  -^authority  for  the  Department  of  Veterans  Affairs  Health 
Professional  Scholarship  Program. 

Section  705 

5.  Make  permanent  VA's  authority  to  make  grants  to  States  for 
the  construction  or  renovation  of  state  veterans  homes. 
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Discussion 
title  i — nurse  pay 

Background 

As  the  largest  health-care  system  in  the  United  States,  employ- 
ing over  35,000  nurses,  VA  experiences  to  a  magnified  degree  the 
difficulties  that  the  Nation's  health-care  facilities  face  in  nurse  re- 
cruitment and  retention.  These  difficulties  are  caused  by  a  number 
of  factors,  including  a  dramatic  decline  in  enrollment  in  nursing 
schools  during  the  1980's,  increasing  use  of  complicated  technology 
which  requires  advanced  training,  and  increasing  administrative 
burdens  on  nurses  resulting  from  cutbacks  in  clerical  personnel. 
Recent  increases  in  nursing  school  enrollment  and  unemployment 
rates  have  combined  to  mitigate  VA's  registered  nurse  (RN)  re- 
cruitment and  retention  difficulties  but  by  no  means  have  eliminat- 
ed them. 

Once  VA's  nurse  recruitment  and  retention  difficulties  became 
apparent  in  the  late  1980's,  the  House  and  Senate  Committees  on 
Veterans'  Affairs  began  working  on  legislation  to  improve  VA's 
ability  to  recruit  and  retain  adequate  numbers  of  highly-qualified 
RNs  and  certified  registered  nurse  anesthetists  (CRNAs).  Those  ef- 
forts culminated  in  the  enactment  of  the  Department  of  Veterans 
Affairs  Nurse  Pay  Act  of  1990,  Public  Law  101-366  (hereinafter  re- 
ferred to  as  the  Nurse  Pay  Act),  on  August  15,  1990.  The  Act  re- 
placed VA's  national  salary  schedule  for  RNs  and  CRNAs  with  a 
locality-pay  system  under  which  salaries  for  RNs  and  CRNAs  at 
each  VA  health-care  facility  are  established  in  relation  to  salaries 
and  other  benefits  provided  to  RNs  and  CRNAs  by  non-VA  health- 
care facilities  in  the  same  local  labor-market  area.  The  Act  also  au- 
thorized VA  to  establish  locality  pay  systems  for  certain  additional 
health-care  occupations. 

Overall,  the  Act  appears  to  have  been  a  success.  Since  its  imple- 
mentation in  April  1991,  recruitment  and  retention  of  RNs  and 
CRNAs  has  improved  significantly  at  many  VA  health-care  facili- 
ties. As  is  often  the  case  with  new  endeavors,  however,  some  prob- 
lems persist.  For  example,  officials  at  individual  VA  health-care  fa- 
cilities made  a  number  of  serious  errors  in  conducting  surveys  of 
salaries  paid  by  non-VA  facilities  in  their  local  labor-market  areas 
prior  to  the  effective  date  of  the  new  salary  rates.  Many  of  these 
errors  have  been  corrected  and  VA  officials  believe  that  the  second 
round  of  local  labor-market  surveys — conducted  in  December 
1991 — generally  yielded  more  accurate  results.  However,  certain 
widespread  complaints  about'  the  survey  process  appeared  to  be  at- 
tributable to  the  legislation  itself  or  to  VA's  implementing  regula- 
tions rather  than  administrative  errors.  In  addition,  hundreds  of 
RNs  and  CRNAs  have  called  or  written  to  Committee  members  and 
other  Senators  to  express  concerns  regarding  certain  of  the  Nurse 
Pay  Act's  provisions. 

To  address  these  concerns.  Committee  staff  met  with  VA  officials 
and  with  members  and  staff  of  organizations  representing  VA  RNs 
and  CRNAs,  including  the  Nurses  Organization  of  Veterans  Af- 
fairs, the  Association  of  VA  Nurse  Anesthetists,  the  American  As- 
sociation of  Nurse  Anesthetists,  and  the  American  Nurses  Associa- 
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tion.  Chairman  Cranston,  Ranking  Republican  Member  Specter, 
and  other  Committee  members  also  wrote  to  VA  Secretary  Edward 
J.  Derwinski  on  numerous  occasions  to  request  his  views  in  re- 
sponse to  complaints  from  individual  RNs  and  CRNAs.  In  general,  j 
the  Secretary  and  other  VA  officials  have  been  quite  responsive  to 
Congressional  inquiries  regarding  the  implementation  of  the  Nurse 
Pay  Act  and  the  Committee  appreciates  their  efforts  in  this  regard. 

Sensing  a  need  for  a  comprehensive,  objective  analysis  of  VA's 
efforts  to  implement  the  Act,  Senators  Cranston  and  Specter  wrote 
to  the  Comptroller  General  on  October  29,  1991,  to  request  that  the 
General  Accounting  Office  evaluate  VA's  implementation  of  the 
Act.  In  August  1991,  Secretary  Derwinski  established  a  task  force 
composed  of  VA  Nursing  Service  and  personnel  officials  and  repre- 
sentatives from  VA  health-care  facilities  to  review  the  implementa- 
tion of  the  Act  and  formulate  recommendations  for  its  improve- 
ment. 

GAO  evaluators  presented  their  preliminary  findings  to  the  Com- 
mittee in  mid-February,  testified  at  the  Committee's  June  3,  1992, 
hearing  and  expect  to  complete  a  final  report  later  this  year.  On 
January  30,  1992,  Secretary  Derwinski  released  a  list  of  the  VA 
task  force's  suggestions  for  improving  the  legislation  and  VA's  im- 
plementing regulations.  VA  officials  are  presently  evaluating  these 
suggestions  to  determine  what  further  action  VA  will  take  or  pro- 
pose. 

The  preliminary  findings  of  both  GAO  and  the  VA  Nurse  Pay 
Task  Force  confirmed  many  of  the  RNs  and  CRNAs'  complaints 
and  indicated  that  improvements  need  to  be  made  in  both  the  legis- 
lation and  VA's  implementing  regulations.  For  example,  with  re- 
spect to  VA  regulations,  GAO  found  that  VA  did  not  fully  utilize 
Bureau  of  Labor  Statistics  methods  for  surveying  salaries  paid  to 
employees  in  covered  positions  at  non-VA  health-care  facilities  in 
local  labor-market  areas.  In  addition,  a  lack  of  Central  Office  guid- 
ance regarding  RN  and  CRNA  participation  in  data  collection  led 
to  wide  variations  in  their  participation.  At  some  VA  health-care 
facilities,  RNs  and  CRNAs  had  little  or  no  opportunity  to  consult 
with  personnel  administrators  regarding  the  survey  process.  Lack 
of  RN  and  CRNA  participation  at  these  facilities  appears  to  have 
contributed  to  the  collection  of  inaccurate  data  on  salaries  paid  by 
non-VA  health-care  facilities  and,  hence,  contrary  to  the  goals  of 
the  legislation,  to  the  establishment  of  inadequate  salary  rates. 

The  Committee  is  quite  concerned  about  the  problems  RNs  and 
CRNAs  are  experiencing  with  the  survey  process.  However,  the 
Committee  notes  that,  in  the  main,  these  problems  are  regulatory 
rather  than  legislative  in  nature  and,  thus,  are  not  addressed  di- 
rectly in  S.  2575.  The  Committee  is  continuing  to  work  with  VA 
officials  and  organizations  representing  VA  RNs  and  CRNAs  to  re- 
solve these  problems. 

Committee  bill 

Additional  nurse  pay  grade 

The  Nurse  Pay  Act  replaced  the  existing  system  of  eight  pay 
grades  for  RNs  with  a  system  of  four  pay  grades  that  were  desig- 
nated as  director,  senior,  intermediate,  and  entry  grades.  Soon 
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after  the  new  four-grade  system  was  implemented,  the  Committee 
began  to  receive  reports  that  RNs  in  the  upper  steps  of  the  inter- 
mediate and  senior  grade  were  experiencing  what  has  been  termed 
''pay  compression".  Because  the  conversion  from  an  eight-  to  a  four- 
grade  system  reduced  the  total  number  of  pay  levels  within  the 
nurse  pay  schedule,  it  reduced  the  number  of  opportunities  an  RN 
would  have  for  salary  increases  and  limited  VA's  ability  to  make 
salary  distinctions  among  RNs  with  various  qualifications  and  re- 
sponsibilities. Many  RNs  view  the  reduction  in  the  number  of  op- 
portunities for  salary  increases  as  a  loss  of  potential  earnings. 
Some  RNs  argued  that  pay  compression  would  discourage  experi- 
enced RNs  from  remaining  in  clinical  positions— despite  the  fact 
that  encouraging  them  to  do  so  had  been  one  of  the  main  goals  of 
the  Nurse  Pay  Act.  In  addition,  under  the  four-grade  system,  RNs 
with  disparate  responsibilities  are  more  likely  to  be  assigned  to  the 
same  step  within  a  grade,  a  situation  which  may  have  a  detrimen- 
tal impact  on  morale  at  VA  health-care  facilities.  For  example,  at 
some  VA  health-care  facilities  an  experienced  head  nurse  may 
earn  a  salary  equal  to  or  higher  than  the  salary  of  an  Assistant 
Chief  Nurse  with  fewer  years  of  service,  despite  the  fact  that  the 
Assistant  Chief  Nurses  are  generally  responsible  for  supervision  of 
head  nurses. 

To  a  large  extent,  these  concerns  appear  to  reflect  an  unfortu- 
nate side  effect  of  the  establishment  of  a  flexible  pay  system  de- 
signed to  produce  salaries  comparable  to  those  paid  by  non-VA  fa- 
cilities. The  Nurse  Pay  Act  ensures  that  no  RN  who  remains  in  the 
same  position  at  the  same  VA  facility  will  receive  a  salary  lower 
than  the  salary  she  or  he  received  on  the  effective  date  of  the  Act. 
However,  because  salary  increases  are  determined  in  accordance 
with  changes  in  prevailing  conditions  in  local  labor-market  areas, 
the  Nurse  Pay  Act  does  not  guarantee  that  RNs'  salaries  will  in- 
crease as  rapidly  and  as  significantly  as  they  had  under  the  eight- 
grade  system. 

The  Committee  maintains  its  view  that  a  flexible,  market-driven, 
locally-competitive  pay  system  enhances  VA's  ability  to  recruit  and 
retain  highly-qualified  RNs.  However,  the  Committee  recognizes 
the  severity  of  the  pay  compression  problem,  especially  among  the 
approximately  27,000  RNs  serving  in  intermediate  grade  positions. 

Section  101  of  the  Committee  bill  would  enable  VA  to  relieve  the 
pay  compression  experienced  by  RNs  in  the  intermediate  and 
senior  grades  by  replacing  that  four-grade  system  with  a  system  of 
five  grades  numbered  I  through  V.  An  additional  grade  for  RN  po- 
sitions would  establish  additional  pay  levels  in  the  nurse  schedule 
that  would  allow  for  more  equitable  distinctions  in  rates  of  com- 
pensation paid  to  an  extensive  range  of  clinical  and  supervisory 
nurses.  The  Committee  expects  VA  to  revise  the  qualification 
standards  for  the  various  grades  to  accomplish  that  purpose.  Fur- 
ther, the  Committee  recommends  that  such  revisions  provide  for  a 
distribution  of  RNs  throughout  the  pay  system's  five  grades  which 
does  not  result  in  two-thirds  of  all  RNs  serving  in  positions  in  one 
of  the  five  grades,  as  is  the  case  at  present  with  regard  to  the  inter- 
mediate grade. 
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Rates  of  pay  at  the  Veterans  Memorial  Medical  Center  in 
Manila  and  the  San  Juan  VAMC: 

Section  102  of  the  Committee  bill  would  authorize  the  Secretary 
to  establish  and  adjust  the  rates  of  basic  pay  for  employees  in  cov- 
ered positions  at  the  Veterans  Memorial  Medical  Center  in  the 
Philippines  and  the  VA  Medical  Center  in  San  Juan,  Puerto  Rico, 
in  order  to  provide  rates  of  pay  necessary  to  recruit  and  retain  suf- 
ficient numbers  of  employees  at  these  facilities.  Because  salaries 
paid  by  non-Federal  health-care  facilities  in  Manila  and  San  Juan 
are  so  much  lower  than  those  paid  by  VA  under  the  systemwide 
nurse  salary  schedule  in  effect  prior  to  enactment  of  the  VA  Nurse 
Pay  Act  of  1990,  exemption  from  the  locality-pay  system  estab- 
lished under  that  Act  is  necessary  to  ensure  that  these  facilities 
continue  to  recruit  and  retain  highly-qualified  RNs  and  CRNAs. 
For  example,  VA  personnel  officials  believe  that  unless  legislation 
such  as  section  102  is  enacted  many  RNs  employed  by  the  San 
Juan  VAMC  will  seek  to  transfer  to  VA  medical  centers  in  areas  of 
the  continental  United  States  with  high  concentrations  of  Puerto 
Ricans,  such  as  Miami  and  New  York,  because  salaries  at  those 
VAMCs  would  be  much  higher  than  those  paid  by  the  San  Juan 
VAMC.  The  Committee  anticipates  that  such  an  exemption  would 
likely  be  necessary  for  other  occupations  for  which  VA  is  author- 
ized to  implement  locality  pay.  The  provision  also  would  apply  to 
any  VA  health-care  facility  that  may  be  established  in  the  future 
outside  the  continental  United  States,  Alaska,  and  Hawaii. 

Importation  of  data  from  comparable  labor  market  areas 

Section  103  of  the  Committee  bill  would  authorize  the  Secretary 
to  permit  the  director  of  a  VA  health-care  facility,  in  conducting  a 
survey  to  establish  locally  competitive  rates  of  pay  for  covered  posi- 
tions, to  use  data  on  beginning  rates  of  compensation  for  employees 
in  comparable  positions  at  non-VA  facilities  in  comparable,  but  not 
geographically  coterminous,  labor-market  areas.  Directors  of  some 
VA  health-care  facilities,  primarily  facilities  in  rural  areas,  have 
experienced  difficulty  in  obtaining  sufficient  data  to  establish  com- 
petitive salaries,  because  their  facilities  are  located  in  labor-market 
areas  in  which  a  very  small  number  of  non-VA  facilities  are  locat- 
ed or  in  which  no  non-VA  facilities  employ  personnel  in  certain 
covered  positions.  The  ability  to  use  data  on  salaries  paid  by  non- 
VA  facilities  in  comparable  labor-market  areas  would  give  the  di- 
rectors of  such  facilities  an  additional  tool  to  use  in  establishing  ap- 
propriate salary  rates.  Use  of  this  authority  would  be  contingent 
upon  a  director's  ability  to  demonstrate,  in  accordance  with  regula- 
tions prescribed  by  the  Secretary,  that  sufficient  data  could  not  be 
obtained  on  salaries  paid  by  non-VA  facilities  within  the  local 
labor-market  area  in  which  a  VA  health-care  facility  is  located. 

Use  of  data  on  salaries  paid  to  CRNAs  by  anesthesia  contrac- 
tors 

Section  103  also  would  authorize  the  director  of  a  VA  health-care 
facility  to  use,  in  accordance  with  regulations  prescribed  by  the 
Secretary,  data  on  compensation  received  by  CRNAs  employed  on  a 
salary  basis  by  entities  that  provide  anesthesia  services  on  a  con- 
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tract  basis  within  the  local  labor-market  area,  if  the  director  dem- 
onstrates that  data  on  salaries  paid  to  CRNAs  employed  by  health- 
care facilities  in  that  area  are  not  sufficient  to  establish  competi- 
tive salary  rates. 

CRNAs  have  criticized  the  Nurse  Pay  Act  because  it  requires  VA 
to  survey  only  salaries  paid  by  non-VA  health-care  facilities  in 
local  labor-market  areas.  CRNAs  have  pointed  out  that  many  non- 
VA  health-care  facilities  do  not  employ  CRNAs  but  instead  obtain 
their  services  through  arrangements  with  firms  that  provide  anes- 
thesia services  on  a  contract  basis.  In  local  labor-market  areas  in 
which  non-VA  health-care  facilities  typically  obtain  CRNA  services 
through  contracts  with  these  firms,  anesthesia  contractors  compete 
directly  with  VA  facilities  for  CRNAs.  By  authorizing  VA  facility 
directors  to  survey  compensation  paid  to  CRNAs  employed  by  anes- 
thesia contractors  on  a  salary  basis,  section  103  would  enable  VA 
facility  directors  in  such  local  labor-market  areas  to  better  estab- 
lish locally  competitive  rates  of  pay  for  CRNAs. 

The  requirement  that  VA  survey  only  compensation  paid  to 
CRNAs  employed  by  anesthesia  contractors  on  a  salary  basis  re- 
flects the  Committee's  effort  to  respond  to  concerns  raised  by  VA 
officials  at  the  Committee's  June  3,  1992,  hearing.  At  the  hearing. 
Deputy  Assistant  Secretary  for  Personnel  and  Labor  Relations 
Ronald  E.  Cowles  testified  that  it  would  be  very  difficult  for  VA  fa- 
cility directors  to  use  data  on  compensation  paid  to  CRNAs  on  a 
lump-sum  basis.  CRNAs  employed  by  VA  health-care  facilities  re- 
ceive both  wage  and  non-wage  benefits,  such  as  health  insurance. 
In  contrast,  CRNAs  employed  by  contractors  on  a  lump-sum-pay- 
ment basis  generally  receive  higher  wages  in  lieu  of  non-wage  ben- 
efits, making  it  difficult  for  VA  facility  directors  to  utilize  data  on 
such  compensation  to  establish  fair  and  competitive  salary  rates 
for  CRNAs. 

To  ensure  that  VA  facility  directors  can  effectively  utilize  data 
on  compensation  paid  to  CRNAs  by  anesthesia  contractors,  the 
Committee  modified  this  authority  so  as  to  require  VA  to  survey 
only  compensation  paid  to  CRNAs  who  are  employed  on  a  salary 
basis.  The  Committee  notes  that,  pursuant  to  section  7451(c)(6)(A) 
of  title  38,  United  States  Code,  VA  facility  directors  would  be  re- 
quired to  collect  data  on  both  salary  rates  and  other,  non-wage, 
benefits,  to  the  extent  such  benefits  are  reasonably  quantifiable. 
Quantifiable  benefits  may  include  health  and  malpractice  insur- 
ance and  retirement  annuities. 

Use  of  data  on  transaction  rates 

Section  104  would  require  the  director  of  a  VA  health-care  facili- 
ty to  survey  the  minimum  rates  of  pay  actually  paid  (transaction 
rates)  to  employees  in  covered  positions  by  non-VA  facilities  in  the 
local  labor-market  area.  The  VA  Nurse  Pay  Act  of  1990  requires 
VA  to  survey  the  minimum  rates  of  pay  established  for  correspond- 
ing positions. 

Many  non-VA  facilities  negotiate  salaries  for  individual  employ- 
ees which  are  significantly  higher  than  the  established  minimum 
rates  of  pay  for  their  positions.  Thus,  use  of  data  on  transaction 
rates  would  improve  VA  health-care  facility  directors'  ability  to  es- 
tablish RN  rates  of  pay  that  are  truly  competitive. 
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VA  officials  have  expressed  concern  that  section  104  of  the  Com- 
mittee bill  might  cause  VA  to  establish  salary  rates  for  certain  po- 
sitions that  are  higher  than  salaries  paid  to  RNs  serving  in  compa- 
rable positions  at  non-VA  health-care  facilities.  According  to  VA, 
this  could  occur  if  VA  rates  were  based  on  what  competing  hospi- 
tals were  paying  for  newly  hired  RNs  with  training  or  experience 
significantly  above  the  minimum  qualifications  required  by  VA  for 
such  positions.  In  testimony  presented  at  the  Committee's  June  3, 
1992,  hearing,  VA's  Chief  Medical  Director,  Dr.  Holsinger,  stated 
that  use  of  transaction  rates  would  be  particularly  problematic  for 
the  determination  of  salaries  paid  to  Chief  Nurses,  as  salaries  for 
RNs  serving  in  comparable  positions  at  non-VA  health-care  facili- 
ties are  often  determined  on  an  individual  basis. 

The  Committee  appreciates  these  concerns,  but  notes  that  the 
Nurse  Pay  Act  contains  adequate  safeguards  against  the  setting  of 
inappropriately  high  salary  rates.  Section  7541(c)(3)(D)  explicitly 
prohibits  the  director  of  a  VA  health-care  facility  from  adjusting 
the  rate  of  basic  pay  for  any  grade  in  such  a  manner  that  the  VA 
facility  becomes  the  pay  leader  for  comparable  positions  within  the 
local  labor-market  area  in  which  the  VA  facility  is  located.  The 
Committee  expects  facility  directors  to  use  data  on  transaction 
rates  in  a  manner  consistent  with  this  provision  of  the  Nurse  Pay 
Act. 

Transfers  from  one  VA  facility  to  another  at  VA 's  request 

Section  105  would  authorize  the  Secretary  to  increase  the  rate  of 
basic  pay  paid  to  an  employee  in  a  covered  position  who  transfers, 
upon  the  request  of  the  Secretary,  to  a  comparable  position  at  a 
VA  health-care  facility  at  which  the  rate  for  that  position  is  lower 
than  that  paid  at  the  VA  facility  from  which  the  employee  trans- 
ferred. Section  105  also  would  require  VA  to  include  information 
about  the  use  of  this  authority  in  the  annual  report  to  Congress  on 
the  implementation  of  the  Act. 

This  provision  is  designed  to  provide  VA  with  sufficient  flexibil- 
ity to  persuade  employees  in  covered  positions  to  accept  transfers 
from  one  VA  health-care  facility  to  another  when  that  is  in  the 
best  interest  of  VA.  This  flexibility  is  especially  important  for  chief 
nurse  positions,  because  VA  recruits  for  chief  nurse  positions  on  a 
nationwide  basis  and,  as  part  of  its  promotion  process,  routinely 
seeks  to  transfer  chief  nurses  to  progressively  more  responsible  po- 
sitions at  VA  health-care  facilities  throughout  the  Nation.  VA  offi- 
cials have  advised  the  Committee  that  they  have  experienced  in- 
creased difficulty  in  persuading  Chief  Nurses  to  accept  transfers 
since  the  Nurse  Pay  Act  was  implemented.  Chief  Nurses  serving  at 
less  complex  VA  health-care  facilities  in  high-wage  local  labor- 
market  areas,  such  as  the  New  York  metropolitan  area,  are  in- 
creasingly reluctant  to  accept  positions  at  more  complex  VA  facili- 
ties in  lower  wage  areas.  The  Committee  expects  VA  officials  to  use 
this  authority  in  a  manner  that  facilitates  their  goals  regarding 
the  transfer  of  Chief  Nurses  and  other  RNs. 

The  Committee  notes  that  section  105  explicitly  prohibits  use  of 
this  authority  in  the  case  of  an  RN  transferred  as  a  result  of  disci- 
plinary action.  Moreover,  the  authority  applies  only  to  RNs  who 
transfer  at  the  Secretary's  request.  RNs  who  transfer  upon  their 
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own  initiative  would  remain  subject  to  section  7453(e)(1)  of  title  38, 
which  generally  requires  that  the  salaries  of  transferring  RNs  be 
established  in  a  manner  consistent  with  the  practices  at  the  VA 
health-care  facilities  to  which  they  transfer. 

Section  105  also  would  require  VA  to  include  information  about 
the  use  of  this  authority  in  the  annual  report  to  Congress  on  the 
implementation  of  the  Act. 

Cost 

With  the  exception  of  section  102,  which  CBO  estimates  would 
cost  less  than  $500,000  in  budget  authority  and  outlays  in  fiscal 
year  1993  and  total  costs  of  less  than  $6.5  million  in  budget  author- 
ity and  outlays  in  fiscal  years  1993-1997,  CBO  advises  that  it  could 
not  determine  the  cost  of  the  provisions  of  this  title  of  the  Commit- 
tee Print  because  CBO  could  not  determine  how  VA  would  imple- 
ment them. 

TITLE  II — PREVENTIVE  HEALTH  CARE 

The  Veterans  Preventive  Health  Act  of  1992 

Title  II  of  the  Committee  bill  (sections  201  through  205)  is  sub- 
stantively identical  to  S.  2740,  the  proposed  ''Veterans  Preventive 
Health  Act  of  1992."  The  provisions  of  this  title  would  revise  the 
definition  of  preventive  health  services,  repeal  a  pilot  project  pur- 
suant to  which  VA  furnished  preventive  health  services  to  certain 
veterans,  establish  a  National  Center  for  Preventive  Health,  estab- 
lish a  VA  Advisory  Committee  for  Preventive  Health,  and  require 
a  series  of  reports  within  VA  and  to  Congress. 

Background 

Preventive  health  efforts  have  existed  for  centuries.  Indeed,  so 
much  of  preventive  health  is  second  nature  now  that  the  public  no 
longer  identifies  it  as  such.  As  a  result  of  separate  plumbing  lines 
for  sewage  and  drinking  water,  the  public  does  not  worry  about 
cholera,  a  scourge  of  cities  in  previous  centuries.  Nor  does  the 
public  worry  about  contracting  many  avoidable  infections  in  hospi- 
tals, because  health-care  professionals  now  maintain  strict  sterile 
procedures.  Vaccines  developed  out  of  military  need  now  protect 
service  members — and  the  public  at  large — from  tetanus,  t5rphoid, 
and  yellow  fever,  which  claimed  many  more  lives  than  combat  in- 
juries in  some  earlier  wars.  Most  clinicians  have  never  seen  a  case 
of  smallpox;  the  disease  has  been  eradicated  from  the  planet, 
except  for  what  is  kept  in  one  vial  in  a  lab  to  be  used  to  make  vac- 
cine just  in  case  there  is  an  outbreak. 

Although  modern  science  has  not  conquered  all  infectious  dis- 
eases, it  does  know  how  to  prevent  nearly  all  of  them.  What  re- 
searchers have  not  yet  learned  are  how  to  ensure  that  individuals 
will  take  the  actions  necessary  to  prevent  transmission  of,  or 
become  inoculated  against,  infectious  diseases  and  how  to  prevent 
the  chronic  diseases  that  plague  many  individuals  as  they  grow 
older,  such  as  heart  disease,  stroke,  and  cancer.  At  this  point,  infor- 
mation on  how  to  prevent  some  disease  processes  associated  with 
aging  is  lacking.  However,  nutritional  counseling,  smoking  cessa- 
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tion  programs,  and  other  preventive  health  services  seem  to  help 
delay  or  ameliorate  the  discomforts  of  these  processes. 

Much  is  known,  as  well,  about  prevention  of  other  disease.  Oat 
bran,  low-fat  dairy  products,  and  broccoli  are  associated  with  re- 
duced rates  of  some  cancers.  Routine  blood  pressure  and  cholesterol 
screenings,  together  with  medical  and  personal  responses  to  abnor- 
mal results,  are  associated  with  reduced  rates  of  cardiovascular  dis- 
ease. Scientists  need  to  learn  more  about  how  these  associations 
work.  Clinicians  also  must  heed  empirical  evidence  regarding  the 
efficacy  of  preventive  interventions  while  researchers  and  the 
public  await  explanations  as  to  why  they  succeed. 

In  this  time  of  vigorous  debate  regarding  the  fate  of  our  nation's 
health-care  system,  prevention  may  be  the  one  thing  on  which  all 
parties  can  agree.  For  example,  last  year.  Senator  Lloyd  Bentsen 
and  Representative  Dan  Rostenkowski  introduced  companion  meas- 
ures, S.  1231  and  H.R.  2565,  which  would  extend  Medicare  coverage 
for  certain  additional  screening  examinations.  The  House  and 
Senate  each  passed  preventive  health  care  bills,  H.R.  3635,  intro- 
duced by  Representative  Henry  Waxman,  and  S.  1944,  introduced 
by  Senator  Edward  Kennedy.  Many  of  the  26  health-care  reform 
proposals  introduced  during  the  102nd  Congress  recommend  expan- 
sion of  preventive  health  services. 

The  Committee's  consideration  of  preventive  health  services  in 
VA  dates  back  to  1976.  That  year.  Senator  Cranston  first  intro- 
duced legislation  to  authorize  VA  to  furnish  preventive  health 
services.  Three  years  later,  in  1979,  provisions  introduced  by  Sena- 
tor Cranston  and  reported  by  the  Committee  establishing  VA's  first 
preventive  health  services  pilot  program  were  enacted  in  section 
105  of  Public  Law  96-22.  That  pilot  program  required  VA  to  fur- 
nish preventive  health  services  to  veterans  with  service-connected 
disabilities  rated  at  50  percent  or  greater  and  veterans  receiving 
VA  care  for  treatment  of  a  service-connected  disability.  In  1983, 
provisions  enacted  in  section  106  of  Public  Law  98-160  extended 
the  preventive  health  services  pilot  program  through  fiscal  year 
1988.  Public  Law  98-160  also  required  VA  to  furnish  each  veteran 
who  was  receiving  VA  care  to  which  he  or  she  was  entitled  (rather 
than  merely  eligible  to  receive)  at  least  one  preventive  health  serv- 
ice per  year  and  authorized  VA  to  furnish  preventive  services  to  all 
veterans  receiving  VA  care. 

In  implementing  Public  Law  98-160,  VA  required  each  VA 
health-care  facility  to  designate  a  Preventive  Medicine  Coordinator. 
VA  also  established  the  Preventive  Medicine  Field  Advisory  Group, 
a  group  of  VA  health-care  professionals  who  serve  as  a  liaison  be- 
tween VA  health-care  facilities  and  VA  Central  Office,  advise  VA's 
Chief  Medical  Director  (CMD)  regarding  preventive  health  services, 
and  select  an  annual  VA  health  promotion  initiative  for  implemen- 
tation V A- wide.  Although  the  legislative  requirement  for  the  pre- 
ventive health  services  pilot  program  expired  on  September  30, 
1988,  VA  has  continued  to  furnish  a  variety  of  preventive  health 
services,  including  annual  health  promotion  initiatives.  These 
annual  initiatives,  originally  implemented  in  1985,  have  included 
influenza  immunizations,  colorectal  cancer  screening,  smoking  ces- 
sation (twice),  cholesterol  screening,  and  alcohol  misuse  inquiry 
and  counseling. 
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On  paper  (Veterans  Health  Administration  Clinical  Affairs 
Manual  M-2,  Part  IV,  Chapter  9,  dated  September  11,  1991),  VA 
has  a  well-planned  preventive  services  program.  The  areas  covered 
include  screening  tests  (for  hypertension,  cholesterol,  and  colorec- 
tal, cervical  and  breast  cancer),  influenza  immunization,  and  in- 
quiry/counseling (regarding  smoking,  alcohol  abuse,  nutrition/ 
weight  control,  physical  fitness/exercise,  and  seat  belt  usage).  In 
addition  to  these  basic  components — which  are  accompanied  by 
operational  management  objectives — VA  Central  Office  also  sends 
recommendations  to  the  field.  Unfortunately,  according  to  VA  pre- 
ventive medicine  officials  in  central  office,  these  recommendations, 
such  as  the  May  1989  Clinical  Affairs  Letter  regarding  Cardiovas- 
cular Risk  Factors  Clinics  Programs,  are  not  effective  systemwide 
because  of  lack  of  funds  and  priority. 

In  the  Committee's  view,  VA's  current  preventive  health  efforts 
need  to  be  strengthened.  With  the  exception  of  the  annual  preven- 
tive initiatives,  most  preventive  interventions  are  performed  in  a 
sporadic  and  unsystematic  manner.  Overworked  clinicians  have 
little  time  to  counsel  patients  or  explore  sjnnptom  patterns  and, 
thus,  offer  only  limited  preventive  services  such  as  rudimentary 
tests  of  vital  signs  and  perfunctory  dietary  advice. 

A  Preventive  Medicine  Program  office  was  established  in  VA  in 
1985.  However,  no  funds  are  dedicated  specifically  to  preventive 
health  services  nor  is  there  ah  official  in  VA  Central  Office  with 
sole  responsibility  for  implementing  VA's  preventive  health  goals. 
Each  VA  medical  center  is  required  to  have  a  designated  Preven- 
tive Medicine  Coordinator  (PMC).  However,  designation  as  a  PMC 
does  not  constitute  a  full-time  position  but  rather  the  assumption 
of  additional  duties  which  the  individual  may  or  may  not  have  suf- 
ficient time  to  perform. 

Committee  bill 

Title  II  of  the  Committee  bill  encompasses  both  clinical  practice 
and  research.  Clinical  practice  of  preventive  care  is  in  and  of  itself 
a  worthy  endeavor.  However,  it  benefits  only  those  veterans  receiv- 
ing preventive  health  services.  Clinical  research  on  preventive 
health  services,  on  the  other  hand,  benefits  both  current  and 
future  VA  patients,  by  enabling  VA  to  determine  which  preventive 
health  services  are  most  effective.  VA  preventive  health  services 
research  would  benefit  non-veterans  as  well,  as  VA  research  find- 
ings are  likely  to  have  implications  for  the  furnishing  of  preventive 
health  services  by  non-VA  providers. 

Despite  official  Administration  testimony  in  opposition  to  S. 
2740,  VA  officials  have  demonstrated  ongoing  support  for  preven- 
tive care.  VA's  current  CMD,  Dr.  James  W.  Holsinger,  Jr.,  has 
maintained  preventive  health  services  programs,  such  as  the  Pre- 
ventive Medicine  Program's  annual  preventive  initiative,  and  has 
advocated  the  expansion  of  such  services.  As  Dr.  Holsinger  stated 
at  his  1990  confirmation  hearing,  in  arguing  that  future  health- 
care costs  for  Vietnam-era  veterans  in  particular  could  be  reduced 
if  VA  were  to  provide  them  with  preventive  health  services,  "[I]f  I 
could  deal  with  them  while  they  are  in  their  current  age  groups  on 
a  preventive  basis,  I  could  help  to  reduce  our  costs  markedly  when 
they  hit  age  65  and  on." 
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For  all  the  rhetoric  advocating  preventive  health  services,  there 
is  surprisingly  little  uncontrovertible  medical  evidence  to  support 
claims  about  their  overall  effectiveness,  especially  with  regard  to 
the  cost  effectiveness  of  specific  interventions.  The  provisions  in 
the  Committee  bill  would  provide  an  opportunity  for  VA  to  use  its 
vast  medical  and  administrative  resources  and  large  patient  popu- 
lation to  ascertain  the  effectiveness  of  specific  preventive  health 
services.  VA  operates  the  Nation's  largest  health-care  system.  It 
thus  is  well-suited  for  conducting  the  sort  of  large-scale,  long-term 
outcomes  research,  at  multiple  facilities  where  desirable,  that  is 
necessary  for  comprehensive  evaluations  of  preventive  measures. 
In  addition,  the  close  affiliation  of  many  VA  medical  centers  with 
major  medical  schools  supports  a  cadre  of  highly  esteemed  medical 
researchers,  including  scholars  in  the  field  of  preventive  health 
services  research. 

National  Center  for  Preventive  Health 

Section  203  of  the  Committee  bill  would  require  the  Secretary  to 
establish  a  National  Center  for  Preventive  Health.  The  Center's  di- 
rector would  lead  the  Center  in  the  acquisition,  development,  and 
dissemination  of  information  on  VA  and  non-VA  clinical  practices 
and  research  concerning  preventive  health.  The  Center  could  facili- 
tate cooperative  research  concerning  health  outcomes  resulting 
from  various  preventive  services,  advise  VA  health-care  personnel 
regarding  the  conduct  of  preventive  health  services  activities  and 
research,  and  issue  annual  reports  to  the  CMD  and  the  public. 
Issues  that  the  Center  could  address  include  the  long-term  relation- 
ships among  screening  activities,  treatment,  and  morbidity  and 
mortality  outcomes  and  the  cost  effectiveness  of  specific  preventive 
health  services. 

The  Committee  bill  would  give  the  Secretary  the  structure  with 
which  to  build  a  leading  preventive  health  research,  education,  and 
clinical  practice  resource  center.  The  legislation  would  also  entrust 
to  the  Secretary,  the  Chief  Medical  Director,  and  the  Director  of 
the  Center  the  discretion  and  authority  to  determine  how  to 
achieve  the  goals  set  forth  in  this  legislation. 

The  enactment  of  legislation  establishing  a  VA  National  Center 
for  Preventive  Health  would  be  a  significant  contribution  to,  and 
make  clear  the  Congress'  strong  interest  in,  the  improvement  and 
expansion  of  the  promising  preventive  health  services  programs 
currently  operated  by  VA.  It  would  signal  to  the  rest  of  the  health- 
care community,  as  well.  Congress'  firm  belief  in  VA's  potential  to 
become  a  leader  in  preventive  health  research.  By  requiring  the 
dissemination  of  findings  of  VA-sponsored  research  in  annual  re- 
ports to  the  Congress  and  to  the  public,  the  Committee  bill  is  de- 
signed to  foster  VA's  growth  as  a  national  health-care  resource  and 
promote  greater  interaction  among  VA  and  non-VA  clinicians  and 
researchers. 

There  are  many  examples  of  the  kinds  of  research  and  clinical 
activities  the  Center  could  promote.  For  example,  every  man  is  at 
risk  of  prostate  cancer.  The  American  Cancer  Society  estimates 
that  132,000  men  in  the  United  States  will  be  diagnosed  with  it  this 
year,  and  a  quarter  of  those  will  die  because  of  it.  Similarly, 
women  in  the  United  States  are  threatened  by  breast,  ovarian,  and 
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uterine  cancers.  Further  research  is  needed  to  determine  which 
screening  tests,  or  combinations  of  tests,  are  most  effective  in  facili- 
tating diagnosis  of  such  cancers  at  early  stages  and,  thus,  delay  or 
avoid  loss  of  life  from  those  cancers.  Additional  questions  concern 
the  frequency  with  which  tests  should  be  repeated  and  the  stages 
in  the  progression  of  illnesses  at  which  intervention  would  be  most 
effective.  Now  is  the  time,  in  the  Committee's  view,  to  give  VA  the 
tools  with  which  to  further  the  understanding  of  relationships 
among  screening  for  disease,  education  about  modifying  or  elimi- 
nating risky  behaviors,  counseling  regarding  the  management  of 
early  symptoms,  treatment  of  early  disease  manifestations,  meas- 
ures of  morbidity  such  as  days  lost  from  work,  or  days  in  the  hospi- 
tal, or  kinds  of  medications  required,  and,  finally,  mortality  rates. 

Most  importantly,  the  Center  would  focus  on  service-disabled  vet- 
erans, whose  care  constitutes  VA's  primary  mission.  Treatment  op- 
tions in  the  immediate  post-trauma  period  are  a  kind  of  secondary 
prevention.  For  example,  research,  in  which  VA  was  involved,  has 
demonstrated  that  injections  of  methylprednisolone  within  8  hours 
of  spinal-cord  trauma  can  actually  prevent  catastrophic  neurologi- 
cal damage  in  some  cases. 

VA  researchers  and  clinicians  are  also  making  great  strides  in 
understanding  and  treating  the  medical  developments  of  spinal- 
cord-injured  veterans.  Certain  conditions,  such  as  urinary  tract  in- 
fections and  kidney  damage,  develop  in  unique  ways  in  this  popula- 
tion. The  National  Center  for  Preventive  Health  could  facilitate  re- 
search into  early  recognition  of  symptoms  or  ongoing  treatment  to 
postpone  further  complications. 

Also,  VA  is  beginning  to  gain  experience  with  the  challenges 
faced  by  aging  spinal-cord-injured  persons.  VA  is  perhaps  the  only 
institution  that  could  coordinate  and  study  the  care  of  large  num- 
bers of  these  individuals.  It  thus  has  the  extremely  important  op- 
portunity to  explore  ways,  through  clinical  research  and  the  train- 
ing of  clinicians,  to  help  make  the  adjustments  to  aging-related  af- 
flictions more  comfortable  and  less  disruptive  to  the  activities  and 
enjoyment  of  life  for  spinal-cord-injured  persons. 

There  are  some  conditions  for  which  science  offers  no  current 
hope  of  prevention,  such  as  Alzheimer's  Disease.  However,  preven- 
tive health  services  may  have  a  role  in  maintaining  the  highest 
possible  functioning  following  the  onset  of  the  disease.  VA's  re- 
sources— its  leadership  in  geriatric  assessment  and  research  and  its 
aging  patient  population — enable  it  to  study  the  long-term  effects 
of  counseling  of  patients  and  family  caretakers  on  the  delay  of 
functional  decline  and  subsequent  decreased  quality  of  life  and  in- 
creased medical  and  maintenance  costs. 

Another  area  in  which  the  Committee  believes  the  Center  could 
lead  VA  concerns  osteoporosis,  a  condition  that  is  very  prevalent 
among  aging  women.  The  Center's  impetus  could  generate  collabo- 
ration amount  VA  researchers  in  endocrinology  and  orthopedic  re- 
habilitation, along  with  the  collaborative  study  of  women  patients 
at  many  VA  medical  centers.  For  example,  a  researcher  from  the 
Indianapolis  VAMC  with  a  joint  appointment  at  the  Indiana  Uni- 
versity School  of  Medicine  recently  published,  in  a  major  scientific 
journal,  the  results  of  his  study  showing  how  lack  of  estrogen  influ- 
ences bone  loss.  Because  the  Center  could  enhance  communications 
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among  research  groups  within  and  outside  VA,  the  results  of  prom- 
ising studies  such  as  this  can  be  tested  in  cooperative  studies  which 
could  be  beneficial  to  all  women  at  risk  of  contracting  this  debili- 
tating and  disfiguring  condition. 

As  various  studies  and  recent  headings  of  the  Committee  have 
demonstrated,  women  veterans  are  not  proportionally  represented 
among  the  veterans  whom  VA's  health-care  system  serves.  Partly 
because  of  the  urging  of  this  Committee  and  partly  because  of  the 
growing  participation  of  women  in  today's  military,  it  is  expected 
that  this  will  change.  VA  must  be  ready  with  appropriate  clinical 
services  and  research  projects  to  meet  the  needs  and  concerns  of 
the  increasing  numbers  of  women  veterans. 

Preventive  Health  Services  Advisory  Committee 

Section  204  of  the  Committee  bill  would  establish  a  preventive 
Health  Services  Advisory  Committee  to  assist  the  Secretary  and 
the  Chief  Medical  Director. 

VA  benefits  from  several  advisory  committees  that  help  it  deal 
with  diverse  issues,  including  numerous  technical  problems  and 
ethical  dilemmas.  Over  the  years  VA  officials  have  relied  upon 
many  of  the  recommendations  made  by  these  advisory  committees 
to  enhance  the  range  and  quality  of  health  services  furnished  by 
VA  health-care  professionals.  The  Geriatric  and  Gerontology  Advi- 
sory Committee,  the  Advisory  Committee  on  Women  Veterans,  and 
the  Special  Committee  on  Post-Traumatic  Stress  Disorder,  for  ex- 
ample, have  served  to  further  VA  and  Congressional  goals  in  the 
areas  on  which  they  focus. 

The  Preventive  Health  Services  Advisory  Committee  would  in- 
clude clinicians  and  researchers,  health  services  researchers,  as 
well  as  representatives  of  veterans  who  are  furnished  health-care 
services  in  VA  facilities.  It  could  serve  as  a  conduit  for  information 
concerning  the  theory  and  practice  of  preventive  health  services  in 
non-VA  institutions.  Furthermore,  the  Secretary  could  turn  to  the 
Advisory  Committee  for  guidance  and  advice  on  matters  or  in  situ- 
ations where  the  ethical  decisions  are  not  clearly  evident. 

Education  of  clinicians 

The  Committee  emphasizes  that  the  concepts  and  practices  of 
preventive  health  services  should  be  integrated  into  the  education 
of  health  professionals.  According  to  the  Association  of  American 
Medical  Colleges,  half  of  all  physicians  practicing  in  the  United 
States  received  at  least  some  of  their  training  in  a  VA  medical 
center.  VA  also  trains  nurses,  physical  therapist,  psychologists, 
chaplains,  podiatrists,  optometrists,  and  others.  By  emphasizing  the 
concepts  and  practice  of  preventive  health  services  in  its  training 
programs,  VA  can  enhance  the  quality  of  care  furnished  to  veter- 
ans served  by  these  clinicians  and  the  patients — ^both  veterans  and 
non-veterans — these  clinicians  will  serve  in  the  future. 

The  nation's  health-care  professionals  need  not  only  to  learn  how 
to  perfect  surgical  interventions  but  also  about  how  to  design  suc- 
cessful behavioral  interventions  that  may  obviate  the  need  for  sur- 
gery. Thus,  while  VA  trains  the  subspecialist  who  will  perform  car- 
diac catheterizations,  it  also  has  the  opportunity  to  train  the  inter- 
nist or  health  educator  who  will  try  to  influence  behavior  regard- 
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ing  smoking  and  diet.  The  Committee  believes  that  VA  has  the  op- 
portunity to  take  a  leadership  role  in  this  effort. 

Reports 

Sections  203,  204  and  205  of  the  Committee  bill  would  require 
three  annual  reports.  First,  the  National  Center  for  Preventive 
Health  would  produce  an  annual  report  on  the  Center's  and  other 
VA  activities  regarding  research,  clinical  care,  and  health  profes- 
sionals' education  regarding  preventive  health.  Second,  the  Adviso- 
ry Committee  would  produce  an  annual  report  on  its  activities  for 
the  Secretary  which  the  Secretary  would  submit  to  the  Committees 
on  Veterans'  Affairs.  Third,  the  Secretary  would  furnish  a  compre- 
hensive report  to  the  Committees  on  Veterans'  Affairs  on  VA's  ef- 
forts in  this  critical  field.  It  is  the  Committee's  intent  that  such  re- 
ports serve  to  inform  interested  researchers,  clinicians,  educators, 
and  patients  and  to  encourage  further  steps  in  developing  and  dis- 
seminating knowledge  that  can  be  used  to  prevent  disease,  disabil- 
ity, and  discomfort. 

Cost 

According  to  CBO,  the  enactment  of  title  II  of  the  Committee  bill 
would  entail  costs  of  $3  million  in  budget  authority  and  $2  million 
in  outlays  in  fiscal  year  1993  and  total  costs  of  $15  million  in 
budget  authority  and  $13  million  in  outlays  in  fiscal  years  1993- 
1997. 

TITLE  III — STATE  HOME  FACILITIES 

Section  301  of  the  Committee  bill  is  derived  from  S.  2372;  sec- 
tions 302  through  304  were  added  as  an  amendment  during  the 
June  24,  1992,  markup  of  S.  2575;  section  305  was  added  as  an 
amendment  during  the  August  7,  1992,  markup.  These  provisions 
would  eliminate  a  disincentive  for  recipients  of  VA  needs-based 
pensions  to  participate  in  therapeutic  work  programs  at  State  Vet- 
erans Home  facilities,  extend  the  period  of  time  during  which  a 
State  can  meet  participation  requirements,  make  available  for 
other  State  home  projects  funds  for  a  project  that  the  State  is  not 
yet  ready  to  undertake,  clarify  the  "recapture"  period,  and  allow 
retroactive  per  diem  pajmaents  for  care  provided  between  a  success- 
ful inspection  and  official  recognition  notification. 

Background 

Under  the  State  Home  Program,  VA  provides  grants  to  States 
for  the  construction,  expansion,  or  remodeling  of  State-operated  fa- 
cilities furnishing  long-term  care  to  veterans  (sections  8131  through 
8137  of  title  38)  and  makes  per  diem  payments  to  cover  a  portion  of 
the  cost  of  care  provided  to  veterans  (sections  1741  through  1743  of 
title  38). 

Under  current  law  and  regulations,  VA  awards  grants  to  States 
based  on  the  priority  ranking  (as  of  August  15)  of  approved  applica- 
tions for  a  fiscal  year.  Under  section  8135(c)(6),  the  Secretary  has 
the  authority  conditionally  to  approve  a  project  where  the  Secre- 
tary determines  that  it  will  meet  all  the  approval  criteria  within  90 
days  after  the  approval.  Approximately  25  percent  of  approvals  are 
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such  conditional  approvals.  If  a  project  does  not  meet  all  the  crite- 
ria within  90  days,  the  funds  are  deobligated. 

If  VA  provides  funding  to  construct  or  renovate  a  facility  to  be 
used  by  a  State  as  a  State  veterans  home  and,  within  20  years  after 
completion,  the  State  ceases  to  so  operate  the  facility,  VA  can  re- 
cover 65  percent  of  the  current  value  of  the  facility. 

Committee  bill 

Treatment  of  compensation  of  veterans  under  certain  rehabili- 
tative services  programs 

Section  301  of  the  Committee  bill  would  amend  section  1718  of 
title  38  to  add  a  new  subsection  (g)  that  would  (a)  clarify  that  nei- 
ther a  veteran's  participation  in  a  State  home  incentive  therapy 
(IT)  or  compensated  work  therapy  (CWT)  program  that  the  Secre- 
tary approves  as  conforming  to  VA  standards,  nor  a  veteran's  re- 
ceipt of  payment  for  participating  in  such  a  program,  may  be  used 
as  a  basis  for  denying  or  discontinuing  a  rating  of  total  disability 
on  the  basis  of  unemployability;  and  (b)  provide  that  a  payment  to 
a  veteran  participating  in  an  approved  State  home  IT  or  CWT  pro- 
gram shall  be  considered  to  be  a  donation  from  a  public  or  private 
relief  organization. 

Under  current  law,  veterans  in  receipt  of  need-based  pensions 
are  allowed  to  participate  in  IT  or  CWT  programs  administered  by 
VA  without  any  effect  on  the  amount  of  their  needs-based  VA  pen- 
sions. However,  the  income  received  by  veterans  participating  in  IT 
or  CWT  programs  administered  by  a  State  veterans  home  is  count- 
ed as  income  for  VA  pension  purposes  and  thus  reduces,  on  a 
doUar-for-dollar  basis,  the  amount  of  pension  those  veterans  re- 
ceive. Section  301  would  simply  extend  to  veterans  who  earn  wages 
through  VA-approved  IT  or  CWT  programs  in  State  homes  the 
same  exemption  from  countable  income  that  was  granted  to  veter- 
ans participating  in  similar  VA  programs. 

Section  1718  of  title  38  authorizes  VA  to  operate  therapeutic  and 
rehabilitation  programs  under  which  VA  patients — either  inpa- 
tientSj  residents  in  domiciliary  facilities,  or  outpatients — perform 
services  for  which  they  receive  a  small  payment.  Many  State  veter- 
ans homes  run  substantively  similar  IT  and  CWT  programs.  IT  and 
CWT  programs  encourage  the  development  of  good  work  habits  by 
emphasizing  attendance,  reliability,  punctuality,  productivity, 
craftsmanship,  and  personal  responsibility.  Individuals  working  in 
these  programs  gain  a  sense  of  being  productive  while  developing 
important  work  skills  and  thus  become  less  dependent  on  long- 
term  hospitalization  and  other  support  from  Federal,  State,  and 
local  government  sources. 

An  August  27,  1985,  report  of  the  Comptroller  General  entitled 
'Impact  of  Offsetting  Earnings  from  VA's  Work  Therapy  Programs 
from  Veterans'  Pensions,"  found  that  the  pension  offset  then  in 
effect  with  respect  to  VA's  own  IT  and  CWT  programs  had  detri- 
mental effects  on  veterans  participating  in  the  programs  and  on 
the  work  therapy  programs  themselves.  Additional  information 
provided  to  the  Committee  at  that  time  indicated  that  counting  the 
remuneration  as  income  for  pension  purposes  was  acting  as  a  sig- 
nificant disincentive  to  veterans'  participation  in  these  two  pro- 
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grams  and,  as  a  consequence,  was  adversely  affecting  their  reha- 
bilitation. 

To  remedy  the  situation,  the  Committee  reported  legislation  that 
the  Senate  passed  on  October  21,  1984,  as  part  of  H.R.  5688,  but 
was  not  included  in  the  compromise  legislation  that  was  enacted 
that  year.  In  1985,  the  same  provision  was  reintroduced  and  the 
Senate  passed  it  as  part  of  S.  1887  in  December  1985.  In  October 
1986,  Congress  enacted,  in  section  205  of  Public  Law  99-576,  a  pro- 
vision that  amended  section  618  (now  section  1718)  of  title  38  to 
provide  that  remuneration  received  by  veterans  under  these  VA 
programs  would  be  considered  as  donations  from  public  and  private 
relief  organizations,  which,  under  section  1503(a)(1)  of  title  38,  are 
not  considered  as  income  purposes  of  VA  pension  programs. 

VA  officials  in  San  Francisco  had  originally  interpreted  the  1986 
legislation  as  exempting  State  home  IT  and  CWT  participants' 
income  for  purposes  of  calculating  VA  pension.  However,  the  Com- 
mittee learned  this  year  that  in  July  1991  IT  and  CWT  participants 
in  the  California  State  Veterans  Home  at  Yountville  had  begun  re- 
ceiving notifications  from  VA  that  they  owed  VA  refunds  of  over- 
payments of  pension  based  on  the  exclusion  of  their  IT  and  CWT 
payments  from  the  calculations  of  their  incomes  for  VA  pension 
purposes.  The  San  Francisco  VA  Regional  Office  subsequently  re- 
quested an  advisory  opinion  regarding  the  interpretation  of  section 
1718(f)  from  the  Compensation  and  Pension  Service  (CPS)  in  VA 
Central  Office.  The  CPS  opinion,  dated  October  24,  1991,  concluded 
that  veterans  in  State  homes  are  not  covered  by  the  exemption  in 
section  1718(f)  of  title  38. 

The  Committee  has  learned  that  the  reduction  in  pension  for  vet- 
erans participating  in  the  California  State  home  IT  and  CWT  pro- 
grams is  adversely  affecting  the  intent  of  the  therapeutic  programs 
by  making  veterans  pay  for  participating  in  rehabilitative,  thera- 
peutic work  activities.  According  to  a  January  6,  1992,  survey  by 
the  National  Association  of  State  Veterans  Homes  (NASVH),  23 
State  homes  operate  therapeutic  work  programs  and  thus  are  in  a 
similar  situation  to  that  of  the  Yountville  State  home. 

In  written  testimony  submitted  to  the  Committee  for  the  June  3, 
1992,  hearing  on  S.  2372  (from  which  section  301  of  the  Committee 
bill  was  derived).  Jack  J.  Dack,  Chairman  of  the  NASVH  Legisla- 
tive Committee,  declared  his  organization's  strong  support  for  S. 
2372  and  stated  that,  "NASVH  views  [counting  pay  received  by  IT 
and  CWT  patients  in  State  veterans  homes  as  income  for  pension 
purposes]  as  a  deterrent  to  veterans  becoming  or  staying  involved 
in  Incentive  Therapy  Programs  in  State  Veterans  Homes." 

Admiral  B.T.  Hacker,  Director,  California  Department  of  Veter- 
ans Affairs,  stated  in  written  testimony  submitted  for  the  June  3 
hearing,  'It  is  not  likely  that  the  affected  members  [participating 
in  the  California  State  home  IT  and  CWT  programs]  will  continue 
employment  in  the  program  when  their  pensions  will  be  offset  by 
each  dollar  they  receive  from  the  Therapeutic  Work  Incentive  Pro- 
gram." 

The  Committee  notes  that  the  provisions  of  section  301  parallel 
as  closely  as  possible  the  provisions  under  current  law  that  protect 
VA  programs.  In  order  to  ensure  that  the  covered  State  veterans 
home  IT  and  CWT  programs  are  consistent  with  the  VA  program 
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model  set  forth  in  section  1718  of  title  38,  the  Committee  bill  would 
require,  as  a  prerequisite  to  exemptions  from  countable  incomes  for 
participants  in  a  State  home  program,  that  the  Secretary  of  Veter- 
ans Affairs  approve  the  State  home's  program  of  rehabilitative 
services  pursuant  to  the  standards  set  forth  under  section  1718. 

Technical  amendments 

The  National  Association  of  State  Veterans  Homes  (NASVH)  ap- 
proached the  Committee  last  year  for  four  concerns  regarding  VA's 
administration  of  the  State  Home  Program.  Specifically,  NASVH 
requested  four  legislative  proposals:  (1)  to  extend  from  90  days  to 
180  days  after  receiving  conditional  approval  the  period  during 
which  a  State  can  meet  all  requirements  for  a  grant,  (2)  to  allow 
VA  to  use  funds  deobligated  for  use  for  a  particular  project  because 
it  was  not  ready  for  construction  towards  other  high-priority  but 
not  funded  projects  during  a  fiscal  year,  (3)  to  define  specifically 
the  start  of  the  recapture  period,  and  (4)  to  allow  VA  to  make  ret- 
roactive per  diem  payments  to  States  for  the  care  provided  to  vet- 
erans in  State  veterans  homes  for  the  period  between  the  recogni- 
tion inspection  and  the  notification  of  recognition.  Initially,  it  ap- 
peared that  legislation  was  not  necessary  to  address  the  first,  third, 
or  fourth  these  concerns.  However,  after  further  consultations  with 
VA  officials,  it  appears  that  legislation  would  be  the  most  desirable 
means  for  addressing  all  four  of  these  concerns  in  a  timely  manner. 

Sections  302  through  305  are  technical  amendments  to  section 
8135  of  title  38. 

Under  current  law,  a  State  has  90  days  after  conditional  approv- 
al of  a  project  to  meet  all  requirements  for  the  award  of  a  grant. 
When  a  State  is  unable  to  meet  the  deadline,  funds  for  that  project 
are  deobligated,  yet  are  not  available  for  VA  to  use  for  other  ap- 
provable  projects  that  are  ready  for  construction.  Two  changes  pro- 
posed in  the  Committee  bill  world  make  the  granting  procedure 
more  realistic.  First,  changing  the  90-day  period  to  one  of  180  days 
would  give  a  State  a  better  opportunity  to  complete  Federal  re- 
quirements, advertise  for  bid,  select  a  contractor,  and  submit  the 
final  papei*work  to  VA.  Second,  giving  VA  the  authority  to  use  the 
deobligated  funds  for  other  States  whose  applications  ranked  high 
enough  on  the  priority  list  to  receive  funds  for  that  fiscal  year 
would  help  VA  make  more  effective  use  of  appropriated  funds  on  a 
timely  basis. 

Section  302  would  extend  from  90  days  to  180  days  the  period, 
following  approval  of  a  State's  application  for  State  Home  Program 
funds,  within  which  a  State  must  meet  all  requirements  for  partici- 
pation in  the  State  Home  Program.  According  to  both  NASVH  and 
VA,  the  90-day  conditional  approval  period  in  current  law  does  not 
provide  many  States  with  sufficient  time  to  satisfy  the  require- 
ments. 

Section  303  would  prohibit  the  obligation  of  funds  for  a  State's 
project  until  the  beginning  of  the  next  fiscal  year  if  a  State  fails  to 
complete  all  requirements  for  participation  in  the  State  Home  Pro- 
gram within  the  conditional-approval  period.  This  provision  would 
ensure  that,  if  a  State  fails  to  complete  all  requirements  within  the 
conditional-approval  period,  funds  originally  earmarked  for  the 
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State's  project  could  be  used  to  fund  projects  in  other  States  for 
which  the  requirements  have  been  met. 

Section  8136  of  title  38  specifies  a  20-year  recapture  period, 
during  which  VA  is  entitled  to  recover  65  percent  of  the  value  of  a 
facility  for  which  State  Home  Program  funds  were  provided  if  the 
State  has  ceased  to  operate  it  as  a  State  veterans  home.  Neither 
current  law  nor  regulations  specify  the  event  that  officially  starts 
the  recapture  period. 

Section  304  would  specify  that  the  "recapture"  period  begins  on 
the  date  on  which  the  final  architectural  and  engineering  inspec- 
tion is  completed  for  a  facility  funded  through  the  State  Home  Pro- 
gram. 

Current  regulations  (38  CFR  17.165c)  require  that  a  State  veter- 
ans home  be  officially  recognized  as  such  by  the  Secretary  before 
any  payment  of  per  diem  can  be  made  to  the  State  for  care  provid- 
ed by  the  home.  Official  recognition  may  not  occur  for  up  to  three 
months  after  a  final  VA  inspection  of  the  facility  (known  as  a  ''rec- 
ognition inspection")  has  been  completed  because  the  results  of 
that  inspection  must  be  reviewed  by  VA  officials  in  Washington, 
DC.  During  this  three-month  period,  the  States  often  admit  pa- 
tients but  cannot  receive  per  diem  retroactively  to  the  date  of  the 
inspection. 

Section  305  would  authorize  the  Secretary  to  provide  retroactive 
per  diem  payments  to  a  State  for  care  to  veterans  in  a  State  Home 
in  the  period  between  the  recognition  inspection  and  the  official 
notification  of  recognition. 

Cost 

According  to  CBO,  the  enactment  of  section  301  of  the  Commit- 
tee bill  would  entail  costs  of  $1  million  in  both  Budget  Authority 
and  outlays  in  fiscal  year  1993  and  total  costs  of  $5  million  in  both 
Budget  Authority  and  outlays  in  fiscal  years  1993-1997;  the  enact- 
ment of  sections  302  through  305  would  entail  negligible  costs. 

TITLE  IV — RURAL  HEALTH-CARE  CLINICS 

Background 

The  Committee  has  long  been  interested  in  and  concerned  about 
access  to  VA  health-care  services  for  veterans  in  rural  areas.  In 
July  1983  and  again  in  November  1989  the  Committee  held  hear- 
ings on  this  issue.  At  both  hearings  the  Committee  heard  testimony 
about  problems  affecting  veterans  living  in  rural  areas,  including 
problems  associated  with  travel  distances,  adverse  weather  condi- 
tions, and  the  capacity  of  health-care  facilities  to  meet  veterans' 
needs.  Similar  concerns  were  raised  at  a  field  hearing  the  Commit- 
tee held  on  July  1,  1991,  in  Charleston,  West  Virginia,  on  West  Vir- 
ginia veterans'  access  to  VA  health-care  services. 

According  to  VA's  February  1986  report,  "Study  of  Health  Care 
Services  to  Veterans  Living  in  Geographically  Remote  Areas,"  vet- 
erans living  in  rural  areas  are  proportionately  higher  users  of  VA 
health-care  services  than  veterans  in  urban  areas.  The  study  also 
found  that  there  is  a  higher  percentage  of  persons  living  below  the 
poverty  level  in  rural  areas  as  compared  to  highly  urbanized  areas; 
that  the  further  away  veterans  live  from  a  VA  facility,  the  less 
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likely  they  are  to  seek  VA  care,  particularly  outpatient  care;  and 
that  there  are  slightly  more  service-connected-disabled  veterans 
per  1,000  population  in  the  lesser  populated  areas. 

One  significant  difference  between  urban  and  rural  veterans  is 
the  greater  obstacles  they  face  in  traveling  to  VA  health-care  facili- 
ties. For  example,  in  North  Dakota  over  34,000  veterans — more 
than  50  percent  of  the  State's  total  veteran  population — live  in 
counties  100  miles  or  more  from  the  only  VA  health-care  facility 
located  in  that  State.  The  situation  is  even  more  severe  in  eastern 
Montana,  where  83  percent  of  veterans  live  more  than  100  miles 
from  the  nearest  VA  facility.  In  contrast,  the  Chicago  metropolitan 
area  has  four  VA  medical  centers,  several  of  which  are  located  on 
major  public  transportation  routes. 

Difficulties  in  traveling  to  VA  health-care  services  are  not  con- 
fined to  veterans  living  100  miles  or  more  from  the  nearest  VA 
health-care  facility.  Although  most  West  Virginia  veterans  live 
within  100  miles  of  one  of  that  State's  four  VA  health-care  facili- 
ties, rugged  topography,  poor  roads,  and  sporadic  public  transporta- 
tion combine  to  make  it  difficult  for  many  veterans  to  reach  those 
facilities.  Veterans  living  in  other  mountainous  States  encounter 
similar  difficulties. 

For  many  years  the  Committee  has  urged  VA  to  explore  various 
alternatives  for  improving  access  to  VA  health-care  services  for 
veterans  living  in  rural  areas  and  has  supported  the  development 
of  various  pilot  programs  to  identify  effective  means  for  achieving 
that  goal.  In  September  1986,  the  Senate  Committee  on  Appropria- 
tions directed  VA  to  establish  a  pilot  program  to  test  two  different 
means  for  expanding  VA  health-care  services  in  rural  areas  (S. 
Rept.  No.  99-487,  p.  87).  In  response  to  that  directive,  VA  estab- 
lished two  satellite,  community-based  clinics — one,  in  Redding, 
California,  operated  by  VA  personnel,  and  the  other,  in  Farming- 
ton,  New  Mexico,  operated  by  a  non-profit  organization  under  con- 
tract with  VA.  According  to  an  evaluation  completed  by  the  Palo 
Alto,  California,  VA  Medical  Center's  Far  West  Health  Service 
Field  Program  in  1991,  both  clinics  have  expanded  access  to  VA 
ambulatory  health-care  services  for  veterans  living  in  geographical- 
ly remote  areas  and  provided  such  services  at  costs  comparable  to 
those  incurred  at  other  VA  facilities. 

The  Committee  also  supported  section  113  of  Public  Law  100-322, 
enacted  on  May  20,  1988,  which  required  VA  to  im^plement  a  two- 
year  pilot  program  of  mobile  health-care  clinics,  provided  that 
funds  were  appropriated  specifically  for  that  purpose.  Under  that 
program,  VA  was  to  establish  geographically-dispersed  projects 
using  appropriately  equipped  mobile  vans  to  furnish  health-care 
services  to  veterans  in  rural  areas  at  least  100  miles  from  the  near- 
est VA  health-care  facility.  In  addition,  VA  was  required  to  submit 
to  the  House  and  Senate  Veterans'  Affairs  Committees  reports  on 
VA's  experience  during  the  program  and,  at  its  conclusion,  reports 
containing  information  and  detailed  breakdowns  on  services  provid- 
ed, costs,  and  client  characteristics,  as  well  as  an  evaluation  of  the 
program. 

Unfortunately,  no  funds  were  appropriated  for  this  program  for 
fiscal  year  1989.  For  fiscal  year  1990,  however,  $3  million  was  ap- 
propriated in  the  Departments  of  Veterans  Affairs  and  Housing 
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and  Urban  Development  and  Independent  Agencies  Appropriations 
Act,  1990,  (Public  Law  101-144)  for  the  rural  mobile  health  clinics 
one  of  which  was  to  be  located  in  Arizona.  Although  there  was  no 
specific  appropriation  for  mobile  clinics  in  fiscal  year  1991,  VA 
moved  forward  with  the  program,  awarding  a  contract  for  the  man- 
ufacture of  the  mobile  clinic  vehicles  and  selecting  five  sites:  Fay- 
etteville/Durham,  North  Carolina;  Poplar  Bluff,  Missouri;  Prescott, 
Arizona;  Spokane,  Washington;  and  Togus,  Maine.  In  fiscal  year 
1992,  funds  were  appropriated  for  establishment  of  an  additional 
mobile  clinic  to  be  located  in  Vermont.  VA  officials  expect  to  begin 
operating  three  of  the  clinics  by  mid-September  1992  and  the  other 
three  by  early  October  1992. 

Committee  bill 

The  rural  health-care  clinic  provisions  of  the  Committee  bill  are 
designed  to  further  the  Committee's  goals  with  regard  to  the  explo- 
ration of  various  alternatives  for  improving  access  to  VA  health- 
care services  for  veterans  living  in  areas  geographically  remote 
from  VA  health-care  facilities.  Under  the  rural  health-care  pro- 
gram, VA  would  be  required  to  establish  and  evaluate  three  means 
for  furnishing  health-care  services  to  these  veterans:  (1)  mobile 
health-care  clinics  equipped,  operated,  and  maintained  by  VA  per- 
sonnel, (2)  part-time  stationary  clinics  operated  by  VA  personnel, 
and  (3)  part-time  stationary  clinics  operated  through  contracts  with 
non-VA  entities.  Utilization  and  evaluation  of  three  different 
means  for  furnishing  ambulatory  care  services  should  enable  VA  to 
determine  the  geographic  conditions  and  ranges  of  services  for 
which  mobile  clinics  or  part-time  stationary  clinics  are  more  effec- 
tive. 

In  determining  what  health-care  services  will  be  provided 
through  rural  health-care  clinics,  the  Committee  expects  VA  to 
draw  upon  the  experiences  of  VA  health-care  facilities  and  non-VA 
facilities  which  currently  operate  mobile  clinics  and  part-time  sta- 
tionary clinics.  For  example,  one  model  for  furnishing  health-care 
services  through  a  mobile  clinic  of  which  the  Committee  is  aware  is 
the  Checkup  and  Routine  Examinations  (CARE)  Van  operated  by 
the  Lebanon,  Pennsylvania,  VA  Medical  Center.  The  CARE  Van 
augments  the  Lebanon  VAMC's  services  by  providing  preventive 
screening  examinations  to  veterans  living  in  isolated  farming  and 
mountain  communities  in  central  Pennsylvania.  The  CARE  Van's 
staff  is  composed  of  a  physician's  assistant,  a  licensed  practical 
nurse,  and  a  medical  administration  service  clerk.  This  staff  per- 
forms physical  examinations,  administers  preventive  screening 
tests,  counsels  veterans  on  reduction  or  cessation  of  smoking  and 
other  unhealthy  behaviors,  and  refers  veterans  requiring  follow-up 
treatment  to  the  Lebanon  VAMC  or  its  satellite  outpatient  clinic  in 
Harrisburg  or,  if  the  veteran  chooses,  to  a  private  physician. 

The  Committee  notes  that  mobile  clinic  programs  need  not  be 
limited  to  preventive  screening.  For  example.  Valley  Health  Sys- 
tems, Inc.,  of  Huntington,  West  Virginia,  under  a  grant  awarded  by 
the  Children's  Health  Fund,  operates  a  mobile  clinic  in  isolated 
areas  of  four  West  Virginia  counties  that  provides  both  preventive 
screening  and  routine  primary  outpatient  care.  The  mobile  clinic  is 
currently  operated  two  days  per  week  and  is  staffed  by  a  pediatri- 
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cian,  a  pediatric  or  family  practice  resident,  a  pediatric  nurse  prac- 
titioner, a  clerk,  and  a  driver.  According  to  a  Valley  Health  Sys- 
tems administrator,  since  January  1992,  approximately  500  epi- 
sodes of  care  involving  comprehensive  physical  examinations,  vacci- 
nations, and  other  routine  primary  care  services  have  been  fur- 
nished to  approximately  200  children,  many  of  whom  would  not 
otherwise  have  had  access  to  such  care.  Children  requiring  services 
not  furnished  through  the  mobile  clinic  are  referred  to  primary- 
care  facilities  operated  by  Valley  Health  Systems  or  pediatric  spe- 
cialists affiliated  with  Marshall  University. 

The  strength  of  the  mobile  clinic  approach  is  its  flexibility.  Such 
clinics  can  treat  small,  scattered  veteran  populations  in  remote 
areas  where  the  workload  is  insufficient  to  justify  establishment  of 
a  permanent  clinic.  They  can  be  shifted  among  various  locations  to 
accommodate  fluctuating  demand  and  to  provide  veterans  with 
convenient  access  to  care. 

However,  the  Committee  recognizes  that  mobile  clinics  may  not 
constitute  the  most  effective  means  for  furnishing  health-care  serv- 
ices to  veterans — at  least  not  in  all  rural  areas.  Several  VA  medi- 
cal centers  which  operated  mobile  clinics  during  the  1980s  discon- 
tinued those  programs  due  to  difficulties  regarding  vehicle  mainte- 
nance and  recruitment  and  retention  of  staff.  Thus,  the  Committee 
bill  requires  VA  to  establish  both  mobile  and  part-time  stationary 
clinics  and  to  evaluate  both  types  of  clinics. 

Like  mobile  clinics,  part-time  stationary  clinics  can  furnish  vari- 
ous services  depending  on  the  needs  of  veterans  living  in  particular 
remote  areas.  Several  VA  medical  centers  already  operate  pro- 
grams comparable  to  the  part-time  stationary  clinics  envisioned  by 
the  Committee.  The  Salt  Lake  City,  Utah,  VA  Medical  Center  oper- 
ates a  program  through  whicl>  physicians  employed  by  the  Salt 
Lake  City  VAMC  fly  to  VA  medical  centers  in  Grand  Junction, 
Colorado,  and  in  Fort  Harrison  and  Miles  City,  Montana,  several 
days  each  month  to  furnish  specialized  diagnostic  and  treatment 
services  that  would  otherwise  be  unavailable  at  those  facilities.  Ac- 
cording to  the  Chief  of  Staff  of  the  Salt  Lake  City  VAMC,  this  pro- 
gram has  proven  to  be  very  cost-effective  because  the  cost  of  char- 
tering an  airplane  to  fly  a  group  of  specialist  physicians  to  the 
three  VA  medical  centers  is  considerably  lower  than  the  cost  of 
transporting  individual  veterans  from  those  locations  to  Salt  Lake 
City.  Transportation  and  referral  to  the  Salt  Lake  City  VAMC  is 
generally  limited  to  those  veterans  whom  specialists  determine  re- 
quire sophisticated  surgical  procedures  and  other  services  that  the 
other  VA  medical  centers  lack  the  resources  to  provide. 

Other  VA  medical  centers  have  established  part-time  stationary 
clinics  through  which  health-care  services  are  furnished  by  non-VA 
health-care  professionals.  One  of  the  most  successful  programs  of 
this  type  is  the  Farmington,  New  Mexico,  VA  Community  Clinic 
noted  above.  A  joint  venture  between  the  Albuquerque  VA  Medical 
Center  and  Presbyterian  Medical  Service,  the  clinic  furnishes  a  full 
range  of  ambulatory  care  services,  including  pharmacy,  laboratory, 
and  radiology  services.  Health  services  are  provided  by  employees 
of  Presb3^erian  Medical  Services  who  refer  veterans  who  require 
services  not  furnished  by  the  clinic  to  the  Albuquerque  VAMC. 
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A  less  comprehensive,  yet  no  less  significant,  part-time  station- 
ary clinic  was  recently  established  by  the  San  Francisco  VA  Medi- 
cal Center.  Beginning  in  January  1992,  the  medical  center  entered 
into  a  contract  with  a  private  physician  to  furnish  preventive 
screening  examinations  three  days  per  week  in  his  office  in 
Eureka,  California,  a  small  city  approximately  275  miles  north  of 
San  Francisco  on  the  California  coast.  Referrals  for  follow-up  care 
are  facilitated  by  a  program  analyst  employed  by  the  San  Francis- 
co VAMC  who  travels  to  Eureka  to  work  with  the  physician  on 
days  on  which  screening  examinations  are  conducted.  San  Francis- 
co VAMC  officials  have  located  a  physician  in  Ukiah,  another  iso- 
lated Northern  California  community,  who  is  willing  to  enter  into 
a  similar  arrangement  to  furnish  preventive  screening  to  veterans 
living  in  that  area. 

Unlike  the  mobile  clinic  pilot  program  established  under  Public 
Law  100-322,  the  rural  health-care  clinic  program  would  not  re- 
strict access  to  veterans  living  at  least  100  miles  from  the  nearest 
VA  health-care  facility.  Instead,  the  Committee  bill  would  author- 
ize the  Secretary  to  establish  rural  health-care  clinics  in  areas  less 
than  100  miles  from  the  nearest  VA  health-care  facility  if  the  Sec- 
retary determines  those  places  to  be  appropriate  for  furnishing 
such  services.  In  many  States  significant  numbers  of  veterans 
living  in  areas  that  are  less  than  100  miles  from  the  nearest  VA 
facility  lack  ready  access  to  VA  facilities  because  of  poor  roads  or 
inadequate  public  transportation  services.  In  inclement  weather,  a 
fifty-mile  trip  along  a  winding  mountain  road  may  be  more  time- 
consuming  than  a  100-mile  trip  across  flat  terrain. 

To  ensure  that  care  from  rural  health-care  clinics  is  available  to 
veterans  on  a  geographically-distributed  basis,  the  Committee  bill 
would  prohibit  VA  from  establishing  more  than  one  clinic  under 
this  program  in  any  one  State.  The  Committee  further  recommends 
that  VA  establish  at  least  two  clinics  in  each  of  the  four  regions 
into  which  the  Veterans  Health  Administration  is  organized.  The 
Committee  bill  would  require  that  at  least  three  of  the  nine  clinics 
established  under  the  rural  health-care  clinic  program  be  mobile 
clinics.  With  regard  to  the  other  six  clinics,  the  Secretary  would 
have  the  discretion  to  determine  what  combination  of  mobile  and 
part-time  stationary  clinics  would  be  most  appropriate  to  carry  out 
the  program's  goals. 

The  Committee  bill  also  mandates  that  VA  carry  out  an  evalua- 
tion of  the  rural  health-care  clinic  program.  The  Secretary  would 
be  required  to  submit  to  Congress  a  report  on  the  program  which 
would  contain  information  regarding  the  t3^es  of  health-care  serv- 
ices furnished  under  the  program,  including  a  detailed  specification 
of  the  cost  of  such  services,  the  veterans  furnished  services  under 
the  program,  and  the  types  of  personnel  who  furnished  services  to 
veterans  under  the  program.  With  regard  to  the  veterans  furnished 
services  under  the  program,  the  report  would  be  required  to  con- 
tain an  analysis  of  the  extent  to  which  these  veterans  otherwise 
would  have  received  VA  health-care  services  and  the  types  of  serv- 
ices they  would  have  received. 

In  recognition  of  the  fact  that  VA's  health-care  programs  face 
tight  budget  constraints,  the  Committee  bill  prohibits  VA  from  ex- 
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pending  funds  for  the  rural  health-care  clinic  program  unless  ex- 
pressly appropriated  for  that  purpose. 

Cost 

According  to  CBO,  the  enactment  of  title  IV  would  entail  costs  of 
$3  million  in  budget  authority  and  outlays  in  fiscal  year  1993  and 
total  estimated  costs  of  $18  million  in  budget  authority  and  outlays 
in  fiscal  years  1993-1997. 

TITLE  V — TELEPHONE  USE  DEMONSTRATION  PROJECT 

Title  V  of  the  Committee  bill,  which  is  derived  from  S.  2715, 
would  require  VA  to  establish  demonstration  projects  at  the  VA 
Medical  Centers  in  Philadelphia,  Pennsylvania,  and  Tucson,  Arizo- 
na, to  evaluate  cost,  benefit,  and  technical  considerations  raised  by 
the  long-term  objective  of  installing  telephones  in  patient  rooms 
throughout  VA's  health-care  system. 

Background 

As  a  general  rule,  VA's  171  medical  centers — which  comprise  the 
nation's  largest  health-care  delivery  system — do  not  offer  bedside 
telephone  service  to  their  patients.  Rather,  VA  patients  usually 
make  outgoing  calls  at  pay  phones  in  hospital  corridors  or,  in  some 
VA  medical  centers,  with  portable  telephones  mounted  on  carts 
which  are  wheeled  to  the  patients'  rooms  by  nursing  staff.  Incom- 
ing calls  to  VA  patients  generally  must  be  made  to  corridor  pay 
telephones  in  the  hope  that  someone  will  ''pick  up"  or,  in  some 
cases,  may  be  routed  to  an  nursing  station  in  the  patient's  ward, 
where  staff  may  have  the  technical  capability  of  delivering  a  tele- 
phone to  the  veteran-patient  so  that  he  or  she  may  receive  the  call. 
In  the  absence  of  such  technical  capability,  nursing  staff  must  de- 
liver "call  back"  messages  to  patients,  some  of  whom  are  bedridden 
and,  therefore,  cannot  return  calls. 

In  such  cases,  it  is  difficult,  if  not  impossible,  for  veteran-patients 
to  make  and  receive  telephone  calls,  and  to  maintain  beneficial, 
therapeutic  communication  with  family,  loved  ones,  and  friends. 
Where  nursing  staff  is  able  to  facilitate  patient  communication 
through  the  referral  of  calls  through  nursing  stations  or  via  porta- 
ble phones,  staff  is  able  to  do  so  only  by  diverting  a  significant  por- 
tion of  its  time  and  attention  from  clinical  tasks.  In  connection 
with  the  issue  of  the  diversion  of  nursing  staff  time  and  attention, 
a  General  Accounting  Office  report  has  concluded  as  follows: 

Assisting  patients  with  telephone  calls  is  one  of  the  pri- 
mary nonclinical  tasks  that  adversely  affect  nurse  produc- 
tivity. An  analysis  of  nursing  activities  at  the  Boise,  Idaho, 
VA  medical  center  estimated  that  before  bedside  tele- 
phones were  installed  (financed  with  a  gift  from  the  estate 
of  a  deceased  veteran),  nursing  staff  in  the  medical  and 
surgical  wards  were  spending  2,600  hours  a  year  providing 
telephone-related  services  for  patients.  Further,  nurses  we 
interviewed  at  three  VA  medical  centers  in  San  Diego, 
California;  Columbia,  Missouri;  and  Washington,  D.C.,  re- 
ported that  helping  patients  with  telephone  calls  is  a  time- 
consuming  activity  that  reduces  the  time  available  to  pro- 
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vide  direct  nursing  care.  For  example,  nurses  at  the  Co- 
lumbia medical  center  are  required  to  locate  a  pay  tele- 
phone on  a  cart  and  wheel  it  to  the  room  of  any  bedridden 
patient  who  wants  to  make  or  receive  a  call. 

VA  health  care:  Telephone  service  should  be  more  accessible  to  pa- 
tients, B-244899,  July  31,  1991. 

The  Committee  is  not  critical  of  the  attempts  of  nursing  staff  to 
assist  veteran-patients  in  making  and  receiving  calls.  At  a  time, 
however,  when  costly  nursing  resources  are  in  short  supply,  the 
productivity  and  morale  of  each  medical  center's  professional  nurs- 
ing staff  must  be  maximized.  The  Secretary  of  Veterans  Affairs 
would  appear  to  have  confirmed  this  assessment  in  an  August  10, 
1992  letter  to  the  Committee's  Ranking  Republican  Member,  in 
which  he  stated  that  * 'there  is  general  agreement  that  providing 
bedside  telephone  access  will  result  in  a  more  effective  utilization 
of  nursing  resources.  *  *  (The  Secretary's  letter  is  printed  at 
the  end  of  this  part  of  the  discussion  of  title  V  of  the  Committee 
bill.) 

However,  with  respect  to  the  issue  of  benefits  to  be  gained  from 
bedside  telephone  installations,  the  Committee's  main  focus  is  not 
on  the  effective  utilization  of  nursing  staff,  as  crucial  as  that  issue 
is,  but  rather  on  the  benefits  to  the  patient  of  ready  access  to  tele- 
phone service.  The  Committee  believes  that  therapeutic  benefit  will 
be  derived  from  ready  and  private  access  to  communication  with 
family,  other  loved  ones,  and  friends.  The  Committee  also  believes 
that  communications  with  work  associates  and  with  community 
businesses  and  support  resources  may  result  in  therapeutic  benefit 
by  reducing  patient  anxiety  and  isolation,  and  by  maintaining  and 
enhancing  ties  to  the  community.  The  Secretary  of  Veterans  Af- 
fairs noted  in  his  letter  of  August  10,  1992,  to  the  Committee's 
Ranking  Republican  Member  that  VA's  Veterans  Health  Adminis- 
tration had  "confirmed  that  patient  telephones  are  therapeutic  in 
most  medical  center  settings." 

The  Secretary's  letter  is  printed  below: 

The  Secretary  of  Veterans  Affairs, 

Washington,  DC,  August  10,  1992. 

Hon.  Arlen  Specter, 

Ranking  Minority  Member,  Committee  on  Veterans'  Affairs,  U.S. 
Senate,  Washington,  DC, 

Dear  Senator  Specter:  I  appreciate  this  opportunity  to  clarify 
the  Department  of  Veterans  Affairs'  (VA)  position  on  providing  pa- 
tient bedside  telephone  access  in  general  and  specifically  at  the 
Philadelphia  and  Tucson  VA  Medical  Centers  (VAMCs).  There  is 
general  agreement  that  providing  bedside  telephone  access  will 
result  in  more  effective  utilization  of  nursing  resources,  and  is  de- 
sirable from  the  patient  standpoint.  Recently,  the  Associate  Deputy 
Chief  Medical  Director  for  Clinical  Programs  in  the  Veterans 
Health  Administration  confirmed  that  patient  telephones  are 
therapeutic  in  most  medical  center  settings. 

The  demonstration  projects  proposed  for  the  Philadelphia  and 
Tucson  VAMCs  will  be  used  to  gather  information  and  make  in- 
formed decisions  on  nationwide  implementation  of  patient  tele- 
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phones.  To  facilitate  this  process,  the  Department  is  building  the 
requirement  for  patient  telephones  in  the  FY  92  solicitation  for  a 
telephone  replacement  system  at  the  Tucson  VAMC.  With  respect 
to  the  Philadelphia  VAMC,  a  meeting  with  Bell  Atlantic  was  held 
on  June  24,  1992,  in  Philadelphia  to  discuss  potential  interim  solu- 
tions for  the  installation  of  patient  telephones.  As  a  result  of  this 
meeting.  Bell  Atlantic  representatives  have  agreed  to  perform  a 
technical  analysis  and  present  their  findings  and  recommendations 
to  VA  in  the  near  future. 

We  will  keep  you  apprised  of  our  plans  for  the  Philadelphia  and 
Tucson  VAMCs.  Please  contact  me  if  you  need  additional  informa- 
tion about  the  demonstration  projects  or  other  aspects  of  health 
care  information  systems  in  VA. 
Sincerely  yours, 

Edward  Derwinski. 

Committee  hill 

Title  V  of  the  Committee  bill  would  direct  VA  to  install  bedside 
telephones  in  two  VA  medical  centers  and,  based  on  the  experience 
gained  through  those  installations,  evaluate  the  costs,  technical 
problems  and  alternative  solutions — whether  the  telephone  system 
should  be  ''hard- wired";  whether  cellular  technology  is  feasible  in 
hospital  settings,  particularly,  setting  where  the  extensive  presence 
of  modern  diagnostic  and  treatment  equipment  requires  shielding; 
whether  the  telephone  system  should  also  be  designed  to  accommo- 
date the  transmission  of  data;  and,  finally,  the  benefits,  from  the 
standpoint  of  both  patient  and  staff,  of  the  furnishing  of  bedside 
telephone  service. 

The  Committee  notes  that  many  of  VA's  health-care  facilities 
were  built  at  a  time  when  there  was  no  expectation  that  bedside 
telephone  installations  would  become  the  norm.  Accordingly,  it  is 
anticipated  that  the  retrofitting  of  older  VA  facilities  would  be  nec- 
essary to  accommodate  modern  communication  needs.  The  Commit- 
tee anticipates  that  VA's  report  to  the  Congress,  which  would  be 
furnished  by  VA  not  later  than  September  30,  1994,  would  address, 
in  detail,  the  issue  of  retrofitting  costs. 

The  Committee  acknowledges,  and  is  encouraged  by,  the  state- 
ment made  by  VA's  Deputy  Secretary  at  the  June  24,  1992,  Com- 
mittee meeting  that  VA  now  intends  to  calculate  the  costs  of  a  pro- 
gram of  system-wide  telephone  installations  for  presentation  to  the 
Congress  in  its  proposed  fiscal  year  1994  budget.  It  is  equally  en- 
couraged by  the  statement  of  the  Secretary  in  a  August  10,  1992, 
letter  to  the  Committee's  Ranking  Republican  Member  that  ''the 
demonstration  projects  proposed  for  the  Philadelphia  and  Tucson 
VAMCs  will  be  used  to  gather  information  and  make  informed  de- 
cisions on  nationwide  implementation  of  patient  telephones."  The 
Committee  intends  that  the  Philadelphia  and  Tucson  demonstra- 
tion projects  would  le?  i  the  way  to  national  installations. 

Cost 

According  to  CBO,  enactme.^t  of  title  V  of  the  Committee  bill 
would  entail  costs  of  $2  million  in  budget  authority  and  outlays  in 
fiscal  year  1993  and  negligible  costs  in  fiscal  years  1994-1997. 
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TITLE  VI — PROCUREMENT  OF  PHARMACEUTICALS 

Title  VI  of  the  Committee  bill,  which  was  added  by  an  amend- 
ment offered  at  the  Committee's  meeting  on  August  7,  1992,  by 
Senators  Rockefeller,  Simpson,  Murkowski,  and  Cranston  to  S.  2575 
(as  ordered  reported  by  the  Committee  on  June  24,  1992),  would  (1) 
require  manufacturers  of  drugs  and  biologicals  to  enter  into  master 
agreements  with  the  Administrator  of  the  General  Services  Admin- 
istration under  which  the  manufacturers  who  wish  to  sell  their 
products  to  any  federal  entity  or  any  entity  receiving  Public 
Health  Service  (PHS)  funds  or  to  receive  Medicaid  reimbursement 
agree  to  participate  in  the  Medicaid  outpatient  prescription  drug 
rebate  program  and  to  sell  drugs  and  biologicals  through  the  Fed- 
eral Supply  Schedule  (FSS),  Department  of  Veterans  Affairs  (VA) 
depots,  and  Department  of  Defense  (DoD)  depots  at  prices  deter- 
mined under  minimum  percentage  discount  mechanisms  estab- 
lished in  this  legislation;  (2)  establish  mechanisms  that  would  limit 
increases  in  FSS,  VA  depot,  and  DoD  depot  prices  to  rates  no  great- 
er than  increases  in  the  Producer  Price  Index-Finished  Goods;  (3) 
permit  State  Veterans  Homes  to  purchase  drugs  and  biologicals 
listed  on  the  FSS  at  prices  no  greater  than  FSS  prices;  and  (4)  au- 
thorize VA  to  negotiate  unified  pharmaceutical  award  contracts  for 
use  by  other  Federal,  State  and  local  government  programs,  as  well 
as  VA  itself. 

Background 

Impact  of  Medicaid's  best-price  rebate  mechanism  on  VA's 
costs 

On  November  5,  1990,  legislation  enacted  in  section  4401  of  the 
Omnibus  Budget  Reconciliation  Act  of  1990  (OBRA  90)  established 
the  Medicaid  outpatient  prescription  rebate  program.  That  legisla- 
tion, derived  from  S.  3029  of  the  101st  Congress,  introduced  by  Sen- 
ator David  Pryor,  and  H.R.  5589  of  the  101st  Congress,  introduced 
by  Representatives  Ron  Wyden  and  Jim  Cooper,  requires  pharma- 
ceutical manufacturers  to  provide  to  State  Medicaid  programs  re- 
bates on  reimbursement  for  drugs  and  biologicals  dispensed  to 
Medicaid  beneficiaries  on  an  outpatient  basis  equal  to  the  larger  of 
(1)  a  fixed  percentage  discount  from  the  average  manufacturer 
price,  or  (2)  the  difference  between  the  average  manufacturer  price 
for  each  of  their  products  and  the  * 'best-prices"  charged  to  any 
other  purchaser.  As  Senator  Pryor  noted  in  his  introductory  state- 
ment on  S.  3029,  the  purpose  of  the  legislation  was  to  reduce  the 
approximately  $5  billion  in  annual  State  and  federal  expenditures 
for  Medicaid  outpatient  prescription  drugs.  136  Cong.  Rec.  S12954 
(daily  ed.  Sept.  12,  1990).  The  Congressional  Budget  Office  esti- 
mates that  the  rebate  program  yielded  $176  million  in  savings  in 
federal  Medicaid  costs  during  fiscal  year  1991  and  will  yield  $705 
million  in  such  savings  during  fiscal  year  1992. 

Unfortunately,  the  establishment  of  the  Medicaid  rebate  pro- 
gram also  resulted  in  unintended,  adverse  consequences  for  the  De- 
partment of  Veterans  Affairs'  health-care  program  as  well  as  other 
federal  health-care  programs.  Since  the  enactment  of  OBRA  90, 
FSS  prices  have  increased  dramatically.  These  price  increases  are 
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due,  at  least  in  part,  to  some  manufacturers'  efforts  to  avoid 
having  to  provide  State  Medicaid  programs — through  the  best-price 
mechanism — prices  as  low  as  pre-OBRA  90  FSS  prices.  In  addition, 
prices  for  many  drugs  and  biologicals  purchased  through  VA 
depots  also  have  increased  significantly,  even  though  these  depot 
prices  are  exempt  from  Medicaid  best-price  rebate  calculations. 

Prior  to  the  enactment  of  OBRA  90,  prices  charged  to  the  federal 
government  for  many  drugs  and  biologicals  purchased  through  the 
FSS  were  among  the  lowest  prices  charged  to  any  purchasers  in 
the  United  States.  Two  major  factors  appear  to  have  accounted  for 
manufacturers'  pricing  practices.  First,  manufacturers  wanted  phy- 
sicians in  training  to  become  familiar  with  their  products.  Accord- 
ing to  the  Association  of  American  Medical  Colleges,  each  year 
more  than  30,000  medical  residents  and  22,000  medical  students  re- 
ceive a  portion  of  their  training  in  a  VA  health-care  facility.  Be- 
cause physicians'  prescribing  habits  are  shaped  during  their  train- 
ing, manufacturers  had  an  incentive  to  negotiate  significant  dis- 
counts for  FSS  prices  in  order  to  ensure  that  VA  facilities  stocked 
their  products.  Second,  because  FSS  sales  constitute  a  small  per- 
centage of  the  total  U.S.  market — approximately  1.5  percent — 
many  manufacturers  negotiated  deep  discounts  for  FSS  prices  in 
anticipation  of  the  generation  of  greater  sales  by  physicians  who 
prescribed  their  products  during  training.  This  practice  has  been  a 
particularly  effective  tool  for  marketing  brand  name  drugs  for 
which  therapeutic  and  generic  equivalents  are  available.  However, 
since  the  enactment  of  OBRA  90,  many  manufacturers  have  ceased 
this  practice  because  they  do  not  want  to  provide  Medicaid — ^which 
accounts  for  approximately  13  percent  of  the  U.S.  market  for  phar- 
maceuticals— ^with  prices  as  low  as  pre-OBRA  90  FSS  prices. 

VA  uses  several  mechanisms  for  purchasing  drugs  and  biologi- 
cals. The  most  widely  used  is  the  FSS,  a  published  list  of  drugs  and 
biologicals  available  at  prices  negotiated  with  manufacturers  by 
VA  under  authority  delegated  to  VA  by  the  General  Services  Ad- 
ministration. According  to  VA  officials,  FSS  purchases  account  for 
approximately  50  percent  of  VA's  expenditures  for  drugs  and  biolo- 
gicals. Health-care  facilities  operated  by  the  Department  of  De- 
fense, the  Bureau  of  Prisons,  and  the  Public  Health  Service,  includ- 
ing Indian  Health  Service  facilities,  have  authority  to  purchase 
drugs  and  biologicals  through  FSS  and  regularly  do  so,  because 
FSS  prices  historically  have  been  much  lower  than  open  market 
prices  for  most  drugs  and  biologicals. 

A  second  mechanism  VA  uses  is  its  depot  system,  which  accounts 
for  approximately  25  percent  of  VA's  total  expenditures  for  drugs 
and  biologicals.  As  part  of  this  system,  VA  operates  three  large 
warehouses  at  which  drugs  and  biologicals  and  other  medical  items 
are  stored  for  distribution  to  VA  health-care  facilities.  VA  uses 
depots  primarily  for  products  that  have  a  long  shelf-life  and  are 
widely  utilized  by  VA  health-care  facilities.  Depot  prices  for  most 
drugs  and  biologicals  historically  have  been  even  lower  than  FSS 
prices,  because  VA,  rather  than  the  manufacturer,  bears  the  cost  of 
distributing  a  drug  or  biological  through  the  depot  system.  DoD 
and  PHS  also  operate  depots  through  which  they  purchase  and 
store  drugs  and  biologicals  at  prices  comparable  to  those  charged  to 
VA  for  drugs  and  biologicals  distributed  through  VA  depots. 
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The  remaining  25  percent  of  VA's  purchases  of  drugs  and  biologi- 
cals  are  made  in  a  variety  of  ways,  including  single-award  con- 
tracts, direct  vendor  contracts,  and  open-market  purchases.  Under 
a  single-award  contract,  VA  contracts  with  a  manufacturer  for  the 
manufacturer  to  be  VA's  sole  supplier  of  a  widely-utilized  drug  or 
biological.  By  soliciting  competitive  bids  from  manufacturers,  VA 
has  been  able  to  negotiate  deep  discounts  on  the  prices  it  pays  for 
intravenous  solution  and  certain  other  pharmaceuticals. 

In  addition,  VA  purchases  some  drugs  and  biologicals  at  open 
market  prices.  Such  prices  are  usually  much  higher  than  FSS, 
depot,  single-award,  or  prime  vendor  contract  prices.  VA  facilities 
generally  buy  at  open  market  prices  only  in  emergency  circum- 
stances or  when  a  manufacturer  refuses  to  sell  a  drug  or  biological 
in  any  other  manner. 

VA  officials  estimate  that  prices  for  all  drugs  and  biologicals 
listed  on  the  FSS  in  both  fiscal  year  1990  and  fiscal  year  1991  in- 
creased an  average  of  14  percent  during  fiscal  year  1991.  These  in- 
creases in  prices  for  pharmaceuticals  far  exceeded  the  average 
annual  rate  of  increase  in  FSS  and  depot  prices — approximately  4 
percent — during  the  two  years  prior  to  the  enactment  of  OBRA  90. 
FSS  prices  for  some  drugs  and  biologicals  escalated  even  more  dra- 
matically. According  to  VA  officials,  the  FSS  price  for  a  package  of 
ten  1-milliliter  vials  of  Ativan  (NDC  #000008058102)  increased  ap- 
proximately 83  percent,  from  $45.78  to  $83.69.  The  FSS  price  for  a 
1,000-tablet  package  of  100-milligram  capsules  of  Dilantin  (NDC 
#000071036232),  a  drug  used  to  control  epileptic  seizures  for  which 
no  generic  equivalents  are  available,  increased  from  $35.89  in  Sep- 
tember 1990  to  $102.30  in  April  1992 — an  increase  of  approximately 
185  percent.  In  contrast,  the  average  wholesale  price  and  the  aver- 
age price  charged  to  retail  pharmacies  increased  only  25  percent 
from  December  1990  to  December  1991,  according  to  a  recent  U.S. 
General  Accounting  Office  report,  ''Prescription  Drugs:  Changes  in 
Prices  for  Selected  Drugs,"  (GAO/HRD-92-128,  August  24,  1992). 
Other,  similar  examples  may  be  found  in  GAO's  report. 

Costs  for  many  other  drugs  and  biologicals  have  risen  because 
manufacturers  refused  to  continue  selling  them  through  FSS.  If 
drugs  and  biologicals  are  neither  available  through  the  FSS  nor 
stocked  in  federal  depots,  VA,  DoD,  and  PHS  have  little  choice  but 
to  purchase  many  of  them  at  open  market  prices.  VA  officials  esti- 
mate that  its  prices  for  drugs  and  biologicals  deleted  from  FSS  con- 
tracts during  fiscal  year  1991  increased  an  average  of  80  percent. 

Nor  have  depot  prices  escaped  the  impact  of  OBRA  90,  despite 
the  fact  that  they  are  exempt  from  Medicaid  rebate  calculations. 
According  to  VA  officials,  VA  depot  prices  for  brand  name  drugs 
and  biologicals  increased  over  12  percent  during  fiscal  year  1991, 
nearly  three  times  the  average  rate  of  increase  for  fiscal  years 
1988-1990.  The  increases  in  depot  prices  suggest  that  manufactur- 
ers' efforts  to  shift  costs  from  Medicaid  to  other  buyers  may  extend 
beyond  an  attempt  to  avoid  providing  Medicaid  with  "best  prices" 
in  line  with  pre-OBRA  90  FSS  prices. 

The  impact  of  post-OBRA  90  price  increases  on  VA's  costs  for 
pharmaceuticals  has  been  particularly  acute  because  the  enact- 
ment of  OBRA  90  coincided  with  the  end  of  a  multi-year  FSS  con- 
tract cycle.  Most  FSS  contracts  expired  on  December  31,  1990,  the 
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day  before  the  Medicaid  outpatient  prescription  drug  rebate  pro- 
gram went  into  effect.  In  response  to  VA  and  DoD's  need  to  stock- 
pile drugs  and  biologicals  to  treat  potential  casualties  of  Operation 
Desert  Storm,  most  manufacturers  voluntarily  extended  prices 
under  expiring  FSS  contracts  through  March  31,  1991.  These  ac- 
tions delayed  dramatic  increases  in  FSS  prices  for  many  drugs  and 
biologicals. 

While  the  Committee  is  most  familiar  with  the  impact  of  dramat- 
ic drug  price  increases  on  VA,  the  Committee  has  received  infor- 
mation that  DoD  and  PHS  also  have  experienced  serious  difficul- 
ties in  coping  with  price  increases.  Since  both  DoD  and  PHS  pur- 
chase many  drugs  and  biologicals  through  the  FSS,  they  have  en- 
countered the  same  price  increases  as  VA  for  those  products.  Also, 
both  DoD  and  PHS  have  experienced  significant  increases  in  prices 
for  drugs  and  biologicals  purchased  through  their  depots. 

Since  the  enactment  of  OBRA  90,  VA  has  made  extensive  efforts 
to  control  pharmaceutical  costs  through  management  initiatives. 
VA  officials  have  negotiated  depot  and  single-award  contracts — 
which  are  exempt  from  Medicaid  best-price  rebate  calculations 
under  OBRA  90 — for  several  drugs  and  biologicals  previously  pur- 
chased solely  through  the  FSS.  Individual  VAMCs  have  instituted 
more  rigid  controls  over  physicians'  prescribing  practices,  mandat- 
ing use  of  generics  and  therapeutic  equivalents  in  many  circum- 
stances. 

Some  of  these  actions  constitute  prudent  and  appropriate  efforts 
to  manage  scarce  resources.  Others  raise  questions  about  the  abili- 
ty of  individual  VA  medical  centers  to  furnish  high-quality  health- 
care services  under  post-OBRA  90  budget  constraints.  The  Commit- 
tee knows  of  at  least  two  VA  medical  centers  that  attempted  to 
control  pharmaceutical  costs  by  substituting  a  less  expensive  com- 
bination drug  for  certain  high-cost  drugs  used  to  treat  hyperten- 
sion. Not  only  has  this  combination  drug  been  found  to  be  less  ef- 
fective, it  also  is  known  to  produce  more  serious  side  effects  that 
may  discourage  patient  compliance  with  the  regimen  that  the  phy- 
sician prescribes.  Also,  at  least  one  VA  medical  center  has  limited 
the  number  of  patients  receiving  kidney  dialysis  due  to  the  high 
cost  of  erythropoietin,  a  genetically-engineered  drug  used  to  treat 
the  anemia  brought  about  by  kidney  dialysis  and  other  medical 
treatments.  In  addition,  the  Committee  knows  of  several  VA  facili- 
ties that  allowed  their  inventory  of  some  pharmaceuticals  to  be  de- 
pleted at  the  end  of  fiscal  year  1991.  Such  practices  are  clearly  un- 
acceptable. 

The  impact  of  drug  price  increases  on  VA  is  not  confined  to  its 
pharmacies.  Many  VA  facilities  are  coping  with  increases  in  phar- 
maceutical costs  by  diverting  to  drug  purchases  funds  from  other 
aspects  of  their  operations.  Responses  received  by  the  House  Com- 
mittee on  Veterans'  Affairs  to  its  1992  survey  of  VA  health-care  fa- 
cilities indicate  that,  partly  as  a  response  to  the  increased  costs  of 
drugs  and  biologicals,  some  VA  facilities  have  reduced  their  outpa- 
tient rolls,  canceled  some  outpatient  clinics,  instituted  hiring 
freezes,  and  delayed  maintenance  projects  or  the  procurement  of 
needed  medical  equipment;  other  facilities  are  reportedly  planning 
such  actions.  Such  actions  mean  longer  waiting  times  for  scheduled 
appointments  or  loss  of  access  to  VA  health-care  services  for  the 


65 


individual  veteran,  fewer  nurses  on  inpatient  wards  to  respond  to 
patient  needs,  and  continued  use  of  worn-out  or  out-dated  medical 
equipment.  Because  reduction  of  discretionary  workload  is  one  of 
VA's  most  widely  utilized  methods  for  reducing  expenditures,  the 
situation  is  particularly  serious  for  veterans  who  are  eligible  for, 
but  not  entitled  to,  the  VA  health-care  services  they  have  received 
in  the  past  and  who  otherwise  may  not  have  access  to  such  serv- 
ices. 

The  Committee  notes  that  some  pharmaceutical  manufacturers 
have  suggested  that  the  increase  in  VA's  costs  for  pharmaceuticals 
may  be  due  to  increased  utilization  of  pharmaceuticals  rather  than 
increases  in  prices.  Data  on  VA's  utilization  of  pharmaceuticals  in- 
dicates that  this  is  not  the  case.  Unlike  the  total  number  of  Medic- 
aid beneficiaries,  which  has  increased  as  a  result  of  legislation  en- 
acted as  part  of  OBRA  90  that  expanded  entitlement  to  Medicaid, 
the  total  number  of  veterans  receiving  VA  health-care  services  has 
decreased  slightly  since  the  enactment  of  OBRA  90.  In  addition,  ac- 
cording to  VA  officials,  although  VA's  outpatient  pharmacy  work- 
load increased  0.1  percent  during  fiscal  year  1991,  that  slight  in- 
crease was  offset  by  an  8-percent  decrease  in  inpatient  pharmacy 
workload  during  that  period.  Indeed  VA's  utilization  of  some  high- 
priced  pharmaceuticals  appears  to  have  decreased  significantly  be- 
cause VA  health-care  facilities  have  substituted  lower-priced  gener- 
ics and  therapeutic  equivalents. 

Previous  legislation 

In  July  1991  the  Senate  Appropriations  Committee,  concerned 
about  the  impact  of  increases  in  pharmaceutical  costs  on  VA's 
medical  care  budget,  reported  a  provision  which,  after  amendment 
in  conference,  was  enacted  as  section  519(a)  of  the  fiscal  year  1992 
VA-HUD  Appropriations  Act,  Public  Law  102-139.  That  provision 
exempted  FSS  prices  from  Medicaid  best-price  rebate  calculations 
through  the  earlier  of  June  30,  1992,  or  the  enactment  of  legisla- 
tion regarding  VA  prices.  The  intent  of  that  legislation  was  to  fa- 
cilitate temporary  reductions  in  FSS  prices  until  a  permanent  leg- 
islative solution  could  be  enacted. 

However,  according  to  a  July  28,  1992,  VA  report  on  the  impact 
of  section  519(a),  it  did  not  produce  significant  reductions  in  VA's 
pharmaceutical  costs.  Only  one  pharmaceutical  manufacturer  pro- 
vided significant  reductions  in  prices  for  drugs  and  biologicals 
widely  utilized  by  VA  health-care  facilities  as  a  result  of  that  provi- 
sion. Furthermore,  even  though  that  one  manufacturer  did  provide 
significant  reductions  in  the  prices  charged  for  its  products  during 
the  period  that  the  temporary  exemption  was  in  effect,  net  in- 
creases in  prices  for  some  of  its  products  remained  quite  dramat- 
ic— more  than  600  percent  over  the  September  1990  FSS  price  in 
one  case.  Moreover,  since  section  519(a)  expired  on  June  30,  1992, 
that  manufacturer  and  several  others  have  discontinued  selling 
through  the  FSS  many  of  the  drugs  and  biologicals  it  manufac- 
tures. 

Even  though  these  drugs  and  biologicals — with  the  exception  of 
certain  oncology  agents — are  available  through  VA  depots,  remov- 
ing products  from  the  FSS  may  still  have  serious  consequences  for 
VA's  pharmaceutical  costs.  The  Committee  has  received  reports 
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that  VA  health-care  facilities  do  not  always  receive  shipments  of 
drugs  or  biologicals  from  VA  depots  in  a  timely  faishion.  If  a  drug 
or  biological  is  available  only  through  VA  depots,  a  VA  health-care 
facility  may  be  forced  to  purchase  the  drug  or  biological  on  the 
open  market  at  a  price  considerably  higher  than  the  FSS  or  depot 
price.  Moreover,  certain  drugs  and  biologicals  having  a  short  shelf- 
life  are  not  suitable  for  procurement  through  depots. 

Other  manufacturers  have  voluntarily  extended  reductions  in 
prices  for  certain  drugs  and  biologicals  that  VA  does  not  purchase 
in  large  quantities.  Although  the  Committee  appreciates  the  ac- 
tions of  these  manufacturers,  it  notes  that  VA  has  no  guarantee  as 
to  how  long  these  price  reductions  will  remain  in  force.  Moreover, 
reductions  in  prices  for  drugs  and  biologicals  that  VA  rarely  uti- 
lizes are  of  little  consequence  for  VA's  total  expenditures  for  phar- 
maceuticals. 

Need  to  exempt  FSS  prices  from  Medicaid  best-price  rebate 
calculations 

The  Committee  notes  that  the  Committee  bill  is  only  one  part, 
albeit  a  large  part,  of  the  solution  required  to  ensure  that  VA  and 
other  federal  agencies  have  access  to  reasonable  prices.  The  other 
integral  part  of  the  solution  is  an  exemption  of  FSS  prices  from 
Medicaid  best-price  rebate  calculations.  Without  an  exemption  it 
will  be  difficult  to  require  manufacturers  to  sell  drugs  and  biologi- 
cals through  the  FSS  in  accordance  with  the  pricing  mechanisms 
specified  in  this  legislation.  Many  manufacturers  have  claimed  that 
they  cannot  afford  to  provide  Medicaid,  which  constitutes  between 
13  and  15  percent  of  the  U.S.  market  for  pharmaceuticals,  the 
same  deep  discounts  they  provided  through  FSS  to  VA,  DoD,  PHS, 
and  Bureau  of  Prisons  health-care  facilities,  which,  combined,  total 
approximately  3  percent  of  the  market.  Exempting  FSS  prices  from 
Medicaid  best-price  rebate  calculations  would  facilitate  the  resta- 
bilization  of  FSS  prices  at  pre-OBRA  90  levels  without  forcing  man- 
ufacturers to  provide  the  same  discounts  to  Medicaid.  - 

The  Committee  notes  that  any  changes  to  the  Medicaid  rebate 
program  fall  under  the  jurisdiction  of  the  Finance  Committee. 
Thus,  the  Committee  is  working  with  Senator  Lloyd  Bentsen, 
Chairman  of  the  Finance  Committee,  to  develop  legislation  that 
would  exempt  FSS  prices  from  Medicaid  best-price  rebate  calcula- 
tions and  provide  an  appropriate  offset  for  costs  Medicaid  may 
incur  as  a  result  of  the  exemption.  One  alternative  would  be  to  in- 
crease the  Medicaid  minimum  rebate  percentage  by  an  amount  suf- 
ficient to  offset  the  estimated  $40  million  cost  of  the  FSS  exemp- 
tion. However,  the  Committee  is  willing  to  consider  any  other  pro- 
posals developed  by  the  Finance  Committee  that  would  yield  equiv- 
alent savings  for  the  Medicaid  program. 

With  regard  to  Finance  Committee  action  on  an  exemption  of 
FSS  prices  from  Medicaid  best-price  rebate  calculations.  Senator 
Bentsen  stated  in  an  August  6,  1992,  letter  to  Senator  Rockefeller, 

I  endorse  the  "two-track"  approach  you  are  taking  with 
regard  to  the  introduction  of  legislation.  The  use  of  the 
two-track  approach  will  enable  the  Finance  Committee  to 
address  the  question  of  exempting  VA  prices  from  the 
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Medicaid  ''best  price"  calculation,  while  the  Committee  on 
Veterans'  Affairs  or  another  appropriate  committee  will 
have  the  opportunity  to  consider  legislation  relating  to  the 
Department  of  Veterans  Affairs  and  other  Federal  agen- 
cies. 

Senator  Bentsen  went  on  to  state,  '1  continue  to  support  an  exemp- 
tion of  VA  prices  from  the  Medicaid  best  price  calculation."  The 
Committee  notes  that  the  Finance  Committee  plans  to  hold  a 
markup  on  health-care  legislation  within  one  week  of  the  filing  of 
this  report  and  that  Senator  Rockefeller  is  working  with  Senator 
Bentsen  to  secure  Finance  Committee  action  at  that  markup  on 
legislation  exempting  FSS  prices  from  Medicaid  best-price  rebate 
calculations. 

The  Committee  expects  that,  as  a  result  of  such  an  exemption  of 
FSS  prices  from  the  Medicaid  best-price  rebate  mechanism,  prices 
paid  for  drugs  and  biologicals  under  contracts  that  reference  FSS 
prices  as  a  basis  for  rebates  or  discounts  would  not  be  used  to  cal- 
culate Medicaid  best-price  rebates.  For  example,  at  least  one  State 
program,  New  York's  Elderly  Pharmaceutical  Insurance  Coverage 
(EPIC)  program,  enacted  under  New  York  Executive  Laws,  section 
547-j  (McKinney  1992),  uses  FSS  prices  as  a  basis  for  calculating 
rebates  and  discounts  for  drugs  and  biologicals  dispensed  to  benefi- 
ciaries of  its  outpatient  drug  reimbursement  program.  If  EPIC 
prices  were  to  continue  to  be  used  as  a  reference  for  calculating 
Medicaid  best-price  rebates,  the  FSS  price  would  remain  the  de 
facto  Medicaid  best  price  for  those  drugs  and  biologicals  for  which 
the  FSS  price  is  the  lowest  price.  Such  a  result  could  undermine 
the  Committee's  goal  that  VA  officials  and  manufacturers  negoti- 
ate the  lowest  possible  prices  for  all  drugs  and  biologicals  procured 
through  the  FSS.  In  order  to  ensure  that  FSS  prices  do  not  indi- 
rectly become  the  basis  for  best-price  calculations,  the  Committee 
encourages  the  Finance  Committee,  in  its  drafting  of  the  FSS  ex- 
emption, to  include  a  provision  similar  to  that  found  in  section  215 
of  S.  869  as  passed  by  the  Senate  on  November  20,  1991. 

Committee  bill 

Legislative  action  clearly  is  needed  to  reverse  the  unintended, 
adverse  impact  of  the  Medicaid  rebate  program  on  VA.  Deputy  Sec- 
retary Anthony  J.  Principi  articulated  the  scope  of  the  problem  in 
his  testimony  before  the  House  Committee  on  Veterans'  Affairs  at 
its  September  11,  1991,  hearing  on  legislation  dealing  with  this 
issue,  H.R.  2890,  as  follows: 

Without  some  relief,  additional  funding  relief,  it  will 
mean  the  curtailment  of  some  services  throughout  the 
Nation  *  *  *  outpatient  care,  inpatient  care,  longer  wait- 
ing lines.  Clearly,  hospital  directors  will  have  to  make  de- 
cisions on  how  to  manage  their  facilities,  and  without  the 
dollars  to  buy  the  drugs,  they  are  going  to  have  to  cut 
back  on  the  delivery  of  health  care.  *  *  *  I  have  spoken 
with  enough  hospital  directors  now  whom  I  respect,  who 
tell  it  straight  to  me,  that  we're  getting  hurt  by  this  legis- 
lation and  ultimately  veterans  are  getting  hurt  because 
they're  going  to  be  denied  care.  That's  the  bottom  line. 
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The  Committee  shares  Deputy  Secretary  Principi's  concerns  re- 
garding additional  funding  for  drug  and  biological  purchases.  In  its 
March  4,  1992,  report  to  the  Budget  Committee  regarding  VA's 
budget  for  fiscal  year  1993,  the  Committee  recommended  the  appro- 
priation of  $96  million  in  additional  funds  to  offset  two-thirds  of 
the  $93  million  in  increased  pharmaceutical  costs  that  VA  officials 
attributed  to  OBRA  90  and  the  additional  $30  million  needed  for 
the  purchase  of  expensive,  new  bio-engineered  drugs.  However,  nei- 
ther H.R.  5679,  the  fiscal  year  1993  VA,  HUD,  and  Independent 
Agencies  appropriations  bill,  as  passed  by  the  House  nor  the  bill  as 
reported  by  the  Senate  Appropriations  Committee  proposed  the  ap- 
propriation of  sufficient  funds  to  ensure  that  $96  million  in  addi- 
tional funds  will  be  available  for  pharmaceutical  purchases.  In 
these  times  of  tight  budget  constraints,  the  Committee  is  concerned 
that  Congress  will  be  unable  to  supplement  VA's  budget  at  the 
levels  necessary  for  VA  to  absorb  dramatic  increases  in  prices  for 
drugs  and  biologicals  without  further  erosion  of  direct  patient  care 
services. 

Sections  602  through  604  of  the  Committee  bill  contain  three 
main  types  of  provisions  designed  to  address  different  aspects  of 
the  complex  relationship  between  the  pharmaceutical  marketplace 
and  VA  spending.  First,  the  legislation  contains  a  strong  mecha- 
nism to  ensure  that  manufacturers  provide  discounts  to  the  Feder- 
al Government  for  drugs  and  biologicals  sold  through  the  FSS,  VA 
depots,  and  DoD  depots.  Second,  other  provisions  of  the  legislation 
would  establish  price-discount  and  inflation-protection  mechanisms 
that  would  provide  these  agencies  with  discounts  comparable  to  the 
rebates  established  under  the  Medicaid  prescription  drug  rebate 
program.  Third,  additional  provisions  would  establish  new  purchas- 
ing mechanisms  which  would  enable  State  Veterans  Homes  and 
other  Federal,  State,  county,  and  municipal  entities  that  furnish 
health-care  services  to  purchase  drugs  and  biologicals  at  lower  cost 
by  combining  their  purchases  to  negotiate  volume  discounts. 

The  Committee  believes  that  the  comprehensive  approach  em- 
bodied in  this  legislation  constitutes  the  most  effective  means  for 
ensuring  that  VA  can  negotiate  reasonable  prices  for  drugs  and 
biologicals.  As  VA's  experience  under  the  temporary  best-price  ex- 
emption has  demonstrated,  legislation  which  lacks  a  mechanism  to 
require  manufacturers  to  sell  to  VA  at  reasonable  prices  probably 
will  fail  to  achieve  that  goal.  The  pharmaceutical  industry  is  par- 
tially immune  to  many  of  the  market  forces  which  promote  price 
competition  in  other  industries.  There  are  many  drugs  and  biologi- 
cals for  which  no  generic  or  therapeutic  equivalents  are  available. 
Even  when  similar  drugs  and  biologicals  are  available,  there  are 
limits  to  the  appropriateness  of  substituting  one  drug  for  another. 
For  example,  three  drugs  have  been  approved  by  the  Food  and 
Drug  Administration  for  treatment  of  AIDS — AZT,  DDC,  and 
DDI — ^but  neither  DDC  nor  DDI  appears  to  be  as  effective  as  AZT 
in  most  cases.  VA,  which  furnishes  care  to  approximately  7  percent 
of  the  nation's  AIDS  caseload,  has  no  choice  but  to  purchase  large 
quantities  of  AZT,  regardless  of  its  cost. 

The  Committee  notes  that  some  manufacturers  have  argued  that 
Congress  need  only  exempt  FSS  prices  from  Medicaid  best-price 
rebate  calculations  to  restore  VA's  ability  to  negotiate  significant 
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discounts  for  drugs  and  biologicals.  The  Committee  cannot  agree. 
VA's  share  of  the  U.S.  pharmaceutical  market — approximately  1 
percent — is  too  small  to  provide  a  strong  incentive  for  manufactur- 
ers to  lower  their  prices  to  VA.  Unless  VA's  market  share  is  com- 
bined with  that  of  other  federally-funded  health-care  programs, 
theoretical  market  forces  are  not  likely  to  be  sufficient  to  ensure 
that  VA  is  charged  reasonable  prices  for,  and  has  access  to,  all  the 
drugs  it  needs.  By  requiring  manufacturers  wishing  to  sell  to  any 
federal  purchaser  to  provide  reasonable  prices  to  all  federal  pur- 
chasers, the  Committee  bill  should  restore  VA  to  the  reasonable- 
drug-price  situation  it  had  prior  to  the  enactment  of  OBRA  90,  The 
Committee  notes  that  the  legislation  would  not  preclude  VA  offi- 
cials and  manufacturers  from  negotiating  discounts  greater  than  24 
percent.  Indeed,  the  Committee  expects  VA  officials  to  strive  to  ne- 
gotiate the  lowest  possible  prices  for  all  drugs  and  biologicals  pur- 
chased by  VA  facilities. 

Two  other  features  of  the  Committee  bill — the  minimum-percent- 
age-discount and  the  additional-price-discount  mechanisms — are  de- 
signed to  provide  VA  and  DoD  with  additional  tools  for  obtaining 
reasonable  prices  that  are  comparable  to  the  tools  provided  to  the 
Medicaid  program  under  OBRA  90. 

Thus,  the  legislation  would  establish  a  24-percent  minimum  dis- 
count (off  the  Federal  average  manufacturer  price — a  weighted  av- 
erage price  for  a  single  form  and  dose  unit  that  wholesalers  paid  to 
the  manufacturer)  for  single  source  and  innovator  multiple  source 
drugs  and  biologicals.  The  reasons  for  establishing  a  minimum  per- 
centage discount  are  twofold.  First,  it  would  ensure  that  manufac- 
turers will  once  again  provide  discounts  for  drugs  and  biologicals 
purchased  through  the  FSS  and  VA  depots.  Prior  to  the  enactment 
of  OBRA  90,  FSS  and  VA  depot  prices  were  the  best  or  among  the 
best  prices  available  to  any  purchasers.  Without  a  legislative 
remedy,  such  as  the  enactment  of  a  minimum  percent  discount, 
there  can  be  no  guarantee  that  VA  will  once  again  be  able  to  pur- 
chase drugs  and  biologicals  through  FSS  and  VA  depots  at  reasona- 
ble prices.  The  Committee  believes  that  the  establishment  of  a  min- 
imum percentage  discount  for  FSS  and  VA  depots  is  consistent 
with  the  basic  rebate  provisions  of  the  Medicaid  rebate  statute, 
which  require  manufacturers  to  provide  rebates  to  Medicaid  equal 
to  the  lesser  of  the  best  price  available  to  any  other  purchaser  or  a 
minimum  percentage  discount  (12.5  percent  in  1992  and  15  percent 
thereafter). 

Second,  this  minimum-percentage-discount  mechanism  would 
also  ensure  that  VA  receives  discounts  for  drugs  and  biologicals  ap- 
proved since  the  enactment  of  OBRA  90.  During  the  coming  years, 
increasing  numbers  of  expensive,  genetically-engineered  drugs  are 
expected  to  be  approved  by  FDA.  For  example,  within  the  next 
year,  the  Federal  Drug  Administration  is  expected  to  approve  a 
monoclonal  antibody,  known  as  HA-IA,  to  treat  gram-negative 
sepsis,  an  infection  common  among  patients  in  intensive-care  units. 
VA  officials  estimate  that  use  of  this  potentially  life-saving  drug 
could  cost  $60  million  per  year.  Because  no  therapeutic  equivalents 
are  likely  to  be  available  for  many  of  these  genetically-engineered 
drugs  legislation  should  be  enacted  to  provide  VA  with  minimum 
price  discounts.  The  Committee  believes  that  a  minimum  percent- 
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age  discount  is  necessary  to  ensure  that  VA  and  other  federal 
agencies  have  access  to  prices  for  drugs  and  biologicals  that  are 
equal  to  or  lower  than  the  net  prices  calculated  under  the  Medicaid 
rebate  program. 

The  minimum  percentage  discount  contained  in  the  Committee 
bill  reflects  the  Congressional  Budget  Office's  estimate  of  the 
median  percentage  discount  received  by  the  Medicaid  program 
during  the  first  quarter  of  calendar  year  1991  under  the  OBRA  90 
best-price  and  minimum-percentage-discount  mechanisms.  For 
drugs  and  biologicals  for  which  pre-OBRA  90  prices  are  not  avail- 
able for  use  as  a  benchmark,  the  median  Medicaid  discount  for  the 
first  quarter  of  calendar  year  1991  represents  the  closest  possible 
approximation  to  pre-OBRA  90  discount  levels.  Since  that  time,  the 
''best  prices"  for  many  drugs  and  biologicals  have  increased  signifi- 
cantly, causing  Medicaid's  median  percentage  discount  to  decrease. 
In  light  of  the  need  to  stabilize  FSS  and  depot  prices  at  pre-OBRA 
90  levels  plus  inflation,  the  Committee  views  the  use  of  this  per- 
centage as  most  appropriate.  VA  pharmacy  officials  estimate  that  a 
24-percent  discount  likely  would  enable  VA  to  counter  the  in- 
creased costs  the  Department  is  incurring  as  a  result  of  price  in- 
creases that  the  Department  has  experienced  since  OBRA  90. 

Another  feature  of  the  Committee  bill,  the  additional  price  dis- 
count, is  similar  to  a  provision  of  the  Medicaid  rebate  statute,  the 
"additional  rebate  mechanism."  The  additional-price-discount 
mechanism  would  increase  the  minimum  percentage  discount  for  a 
drug  or  biological  by  an  amount  equal  to  the  difference,  if  any,  be- 
tween the  increase  in  the  Federal  average  manufacturer  price  for 
the  drug  or  biological  and  the  increase  in  the  Producer  Price  Index- 
Finished  Goods  during  the  12  months  prior  to  a  manufacturer's  en- 
tering into  an  FSS,  VA  depot,  or  DoD  depot  agreement.  The  net 
effect  of  the  additional  price  discount  mechanism  is  to  contain  the 
rate  of  inflation  in  pharmaceutical  prices  by  providing  manufactur- 
ers with  a  disincentive  to  increase  their  prices  to  VA  at  rates 
greater  than  the  general  rate  of  inflation. 

Other  provisions  of  the  Committee  bill  establish  specific,  fixed 
standards  for  FSS,  VA  depot,  and  DoD  depot  prices  and  ensure 
that  future  increases  in  such  prices  would  not  exceed  increases  in 
the  general  rate  of  inflation.  Some  manufacturers  have  questioned 
the  Committee's  decision  to  establish  such  stable  criteria  upon 
which  future  price  increases  would  be  based.  The  Committee  con- 
siders such  criteria  necessary  to  ensure  that  the  Committee  bill 
does  not  perpetuate  a  flaw  of  the  Medicaid  prescription  rebate  pro- 
gram as  enacted  in  OBRA  90.  Under  OBRA  90,  Medicaid's  best- 
price  rebate  for  a  drug  or  biological  is  determined  on  the  basis  of 
the  manufacturer's  price  at  the  time  of  the  rebate.  In  order  to 
reduce  the  amount  of  these  rebates,  many  manufacturers  have 
eliminated  or  reduced  the  discounts  they  previously  provided  to  the 
FSS  and  certain  non-federal  bulk  purchasers.  Such  actions  precipi- 
tated significant  increases  in  these  purchasers'  prices  and  may 
reduce  the  total  savings  Medicaid  will  achieve  through  the  rebate 
program.  Manufacturers  would  not  have  been  able  to  do  that  if  a 
benchmark  had  been  established  to  serve  as  a  basis  for  Medicaid 
best-price  rebate  calculations,  as  was  proposed  in  the  original  Med- 
icaid rebate  legislation  introduced  by  Senator  Pryor  and  Represent- 
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atives  Wyden  and  Cooper  (noted  above)  but  not  included  in  the 
final  OBRA  90  Medicaid  rebate  provisions.  The  Committee  notes 
that  the  Department  of  Health  and  Human  Services  Inspector  Gen- 
eral recommended  in  an  September  25,  1991,  report  that  HHS 
submit  to  Congress  a  legislative  proposal  to  establish  a  pre-OBRA 
90  benchmark  for  Medicaid's  "best  prices"  and  restrict  future  in- 
creases in  those  prices  to  increases  in  the  general  rate  of  inflation. 

Although  the  main  thrust  of  title  VI  of  the  Committee  bill  is  to 
ensure  that  VA  has  access  to  reasonable  prices,  it  also  contains 
provisions  that  would  assist  State  Veterans  Homes  and  other  feder- 
al. State,  county,  and  municipal  health-care  facilities.  Sections  605 
and  606  of  the  legislation  would  improve  State  Veterans  Homes' 
access  to  discounted  prices,  by  authorizing  them  to  purchase  drugs 
and  biologicals  at  FSS  prices  and  to  participate  in  the  Unified 
Pharmaceutical  Award  Contracts  established  in  section  606  of  the 
Committee  bill. 

Under  VA's  State  Veterans  Home  program.  States  receive  grants 
from  VA  for  the  construction,  expansion,  or  remodeling  of  facilities 
that  furnish  long-term  care  services  to  veterans.  VA  also  makes 
per  diem  payments  to  State  Veterans  Homes  for  care  furnished  to 
eligible  veterans.  There  are  currently  a  total  of  51  State  Veterans 
Homes  operated  by  34  States.  Because  VA  does  not  operate  a  suffi- 
cient number  of  nursing-home  and  domiciliary-care  facilities  to 
meet  veterans'  needs  for  such  care.  State  Veterans  Homes  are  an 
integral  and  cost-effective  part  of  the  effort  to  meet  veterans'  long- 
term  care  needs. 

According  to  the  National  Association  of  State  Veterans  Homes 
(NASVH),  many  State  Veterans  Homes  have  had  to  cope  with  sig- 
nificant drug  price  increases  since  the  enactment  of  OBRA  90. 
Most  are  freestanding  facilities  that  are  too  small  to  negotiate  dis- 
counts for  drug  and  biological  purchases  on  their  own.  In  light  of 
the  importance  of  the  State  Veterans  Home  program  to  the  nation- 
al effort  to  meet  veterans'  health-care  needs,  the  Committee  be- 
lieves that  the  homes  should  be  able  to  purchase  drugs  and  biologi- 
cals at  the  same  prices  as  those  paid  by  VA  health-care  facilities. 

Access  to  FSS  prices  should  enable  State  Veterans  Homes  to 
reduce  their  expenditures  for  drugs  and  biologicals.  Although  the 
differentials  between  current  FSS  prices  and  State  Home  prices 
vary  considerably  from  drug  to  drug,  the  results  of  a  survey  com- 
pleted by  NASVH  at  the  Committee's  request  suggest  that  savings 
for  some  drugs  and  biologicals  would  be  significant.  For  example, 
the  current  FSS  price  for  a  60-tablet  bottle  of  Zantac,  the  most 
widely-prescribed  drug  in  the  United  States  for  treatment  of  ulcers 
and  one  of  the  drugs  most  frequently  prescribed  to  State  Home 
residents,  is  equivalent  to  $0.71  per  tablet.  According  to  the 
NASVH  survey.  State  Home  prices  for  Zantac  are  considerably 
higher  than  the  FSS  price.  The  27  State  Homes  that  provided  unit 
price  information  for  Zantac  pay  prices  ranging  from  $0.89  to  $1.31. 

Section  606  of  the  Committee  bill  also  could  benefit  State  Veter- 
ans Homes.  That  section  would  authorize  the  Secretary  of  Veterans 
Affairs  to  negotiate  pharmaceutical  contracts,  referred  to  as  uni- 
fied pharmaceutical  award  contracts  (UPACs),  on  behalf  of  VA  and 
other  federal.  State,  county,  and  municipal  health-care  entities 
that  procure  drugs  and  biologicals.  The  UPAC  provisions  are  de- 
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signed  to  encourage  governmental  entities  to  utilize  purchasing 
practices  similar  to  those  utilized  by  non-governmental  purchasers 
to  achieve  significant  price  discounts.  Under  a  UP  AC,  the  market 
shares  of  various  governmental  health-care  programs  would  be 
combined  to  form  a  buying  group  that  would  commit  to  purchasing 
a  large  quantity  of  a  drug  or  biological.  To  prevent  UP  AGs  from 
imposing  additional  burdens  on  VA's  budget  for  pharmaceuticals, 
the  legislation  would  require  entities  participating  in  a  UP  AC  to 
pay  VA  a  contract  user  fee  to  offset  the  administrative  costs  of  ne- 
gotiating and  administering  a  UPAC.  The  Committee  notes  that 
UPAC  prices  would  be  freely  negotiated  between  the  Secretary  and 
manufacturers  and,  thus,  would  not  be  subject  to  24-percent  mini- 
mum discount  that  the  Committee  bill  mandates  for  FSS  and  depot 
prices. 

Cost 

According  to  CBO,  enactment  of  title  VI  of  the  Committee  bill 
could  yield  savings  of  $40  to  $60  million  per  year  for  VA  and  $30  to 
$40  million  per  year  for  Dot)  for  drugs  and  biologicals  purchased 
through  the  FSS.  Purchases  made  through  the  FSS  constitute  ap- 
proximately 50  percent  of  VA's  total  expenditures  for  drugs  and 
biologicals.  CBO  has  made  no  estimate  of  savings  resulting  from 
the  enactment  of  provisions  relating  to  prices  for  drugs  and  biologi- 
cals purchased  through  VA  depots,  which  constitute  for  approxi- 
mately 25  percent  of  VA's  total  expenditures  for  drugs  and  biologi- 
cals. CBO  also  estimates  that  enactment  of  title  VI  would  yield  sav- 
ings in  direct  spending  under  the  Medicaid  program  of  $30  million 
in  budget  authority  and  outlays  in  FY  1993  and  $820  million  in 
budget  authority  and  outlays  in  FYs  1993-1997.  With  respect  to  the 
estimated  savings  in  the  Medicaid  program  the  Committee  notes 
that  these  savings — which  would,  under  CBO's  analysis,  be  the 
result  of  the  use  of  the  lower  FSS  prices  in  the  best  price  calcula- 
tions— would  be  eliminated  by  legislation  that  the  Committee  ex- 
pects the  Finance  Committee  to  report  soon  exempting  the  Federal 
Supply  Schedule  from  Medicaid  best-price  rebate  calculations. 

TITLE  VII — MISCELLANEOUS 

Respite  care 

Section  701  of  the  Committee  bill  would  make  permanent  VA's 
authority  to  furnish  respite  care  to  veterans  eligible  to  receive  VA 
hospital,  nursing  home,  or  domiciliary  care. 

Section  201  of  Public  Law  99-576,  enacted  on  October  28,  1986, 
provided  VA  with  express  statutory  authority  to  provide  respite- 
care  services  to  veterans  eligible  to  receive  hospital  or  nursing 
home  care.  Respite  care,  for  this  purpose,  is  defined  as  hospital  or 
nursing  home  care  which  (1)  is  of  limited  duration;  (2)  is  furnished 
in  a  VA  facility  on  an  intermittent  basis  to  a  veteran  who  is  suffer- 
ing from  a  chronic  illness  and  who  resides  primarily  at  home;  and 
(3)  is  furnished  for  the  purposes  of  helping  the  veteran  to  continue 
residing  primarily  at  home. 

The  authority,  initially  enacted  as  a  pilot  program  set  to  expire 
on  September  30,  1989,  was  twice  extended,  by  Public  Laws  101-237 
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and  102-83,  and  is  currently  scheduled  to  expire  on  September  30, 
1992. 

The  goal  of  respite  care  is  to  help  maintain  individuals  with  seri- 
ous chronic  illnesses  in  their  homes  as  long  as  possible  before 
having  to  resort  to  institutional  care.  It  is  widely  agreed  that, 
where  it  is  medically  feasible,  maintaining  a  person  at  home  is 
better  for  an  ill  person's  overall  health  status  and  is  a  far  more  ef- 
ficient and  cost-effective  way  to  meet  his  or  her  health-care  needs 
than  is  institutionalization.  Very  often  a  factor  critical  to  a  per- 
son's ability  to  remain  at  home  is  the  regular  availability  of  a 
spouse,  child,  or  other  relative  or  close  friend  to  provide  meal, 
homemaker,  and  other  person-care  services  that,  combined  with 
outpatient  treatment,  home-health  services,  or  other  sources  of 
medical  attention,  meet  the  individual's  full  range  of  needs. 

Respite  care  aims  to  provide  the  primary  caretaker  with  a  break 
from  the  overwhelming  responsibilities  of  caring  for  a  chronically 
ill  loved  one  and  thus  to  make  the  caregiver  more  likely  to  be  able 
to  provide  services  for  a  longer  period  of  time.  VA,  in  its  1990 
* 'Report  on  the  Respite  Care  Program,"  stated,  "A  critical  element 
of  the  respite  arrangement  is  that  the  respite  is  planned  in  ad- 
vance for  the  benefit  of  the  caregiver,  rather  than  being  incidental 
to  the  provision  of  necessary  medial  care  of  the  patient." 

The  VA  report,  written  pursuant  to  a  requirement  of  Public  Law 
99-576,  declared  the  program  a  success  in  terms  of  caregiver  satis- 
faction and  cost  effectiveness  and  forecast  considerable  growth  in 
the  program.  According  to  the  President's  fiscal  year  1993  budget 
submission  to  Congress,  in  fiscal  year  1992,  VA  operated  respite- 
care  programs  at  118  VA  medical  centers  at  a  cost  of  $18.1  million 
and  anticipates  continuing  with  a  requested  6.4  percent  budget  in- 
crease. 

Section  701  of  the  Committee  bill  would  amend  section  1720B  of 
title  38  to  delete  the  subsection  providing  for  a  termination  date 
for  the  program  of  September  30,  1992. 

Cost 

According  to  CBO,  the  enactment  of  section  701  of  the  Commit- 
tee bill  would  entail  costs  of  $26  million  in  budget  authority  and 
outlays  in  fiscal  year  1993  and  total  costs  of  $148  million  in  budget 
authority  and  outlays  in  fiscal  years  1993-1997. 

Extension  of  authority  to  enter  into  contracts  with  respect  to 
the  Veterans  Memorial  Medical  Center  in  the  Philippines 

Section  702  of  the  Committee  bill  would  extend  for  four  years 
and  three  months,  through  December  31,  1996,  VA's  authority  to 
enter  into  contracts  with  the  Veterans  Memorial  Medical  Center 
(VMMC)  in  the  Philippines  for  the  United  States  to  provide  for 
payments  for  hospital  care  and  medical  services  furnished  to  eligi- 
ble United  States  veterans. 

In  1948,  Public  Law  80-865  provided  for  the  funding  of  the  con- 
struction and  equipping  of  a  medical  center  in  Manila  for  the  care 
of  U.S.  veterans  in  the  Philippines.  According  to  the  VA  Regional 
Office  in  Manila,  there  were  approximately  187,000  individuals  eli- 
gible for  VA  care  in  the  Republic  of  the  Philippines  in  1986  (the 
most  recent  year  for  which  this  information  is  available),  including 
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U.S.  veterans  and  veterans  of  the  Commonwealth  Army  and  the 
New  Philippine  Scouts. 

Currently,  under  section  1732(a)  of  title  38,  authority  to  contract 
with  the  VMMC  for  the  furnishing  of  care  to  United  States  veter- 
ans is  scheduled  to  expire  on  September  30,  1992.  The  Committee 
bill  would  extend  that  authority  through  calendar  year  1996. 

Cost 

According  to  CBO,  enactment  of  this  provision  would  entail  costs 
of  $3  million  in  budget  authority  and  outlays  in  fiscal  year  1993 
and  total  costs  of  $16  million  in  budget  authority  and  outlays  in 
fiscal  years  1993-1997. 

Waiver  of  Federal  limitation  on  retirement  pay 

Section  703  of  the  Committee  bill  would  make  permanent  VA's 
authority  to  waive  the  restrictions  in  section  5532  of  title  5,  United 
States  Code,  on  the  receipt  of  military  retirement  pay  by  a  reem- 
ployed retiree  where  necessary  to  meet  special  or  emergency  needs 
for  registered  nurses  (RNs)  resulting  from  a  critical  shortage  of 
well-qualified  candidates. 

Section  5532  of  title  5  generally  places  certain  limits  on  the  con- 
current receipt  of  both  retirement  pay  or  a  retirement  annuity  and 
a  federal  salary.  Thus,  when  an  individual  receiving  military  re- 
tirement pay  takes  a  position  with  VA,  he  or  she  does  not  receive 
the  full  sum  of  the  retirement  benefit  and  the  VA  salary.  The 
waiver  authority  enables  VA  to  overcome  this  obvious  deterrent  to 
VA  employment. 

Use  of  the  waiver  authority  has  enabled  VA  to  recruit  military 
retirees  to  fill  RN  vacancies  for  which  VA  has  experienced  serious 
recruitment  difficulties,  especially  certified  registered  nurse  anes- 
thetist vacancies  at  rural  VA  medical  centers.  Although  in  the  two 
years  since  the  authority  was  granted,  VA  has  used  it  only  6  times, 
VA  testified  to  the  Committee  at  its  June  3,  1992,  hearing  that  its 
use  clearly  was  necessary  in  those  cases. 

VA  already  has  permanent  authority,  in  section  7426(c)  of  title 
38,  to  waive  military  retirement  pay  restrictions  to  meet  special  or 
emergency  needs  for  physicians. 

Cost 

According  to  CBO,  enactment  of  section  703  would  entail  costs  of 
less  than  $500,000  in  fiscal  year  1993. 

Health  Professional  Scholarship  Program 

Section  704  of  the  Committee  bill  would  extend  for  five  years, 
until  December  31,  1997,  VA's  authority  to  carry  out  the  Depart- 
ment of  Veterans  Affairs  Health  Professional  Scholarship  Pro- 
gram. 

The  Health  Professional  Scholarship  Program  is  one  of  the  three 
components  of  VA's  Health  Professionals  Educational  Assistance 
Program  (chapter  76  of  title  38,  United  States  Code),  the  other  two 
being  the  Tuition  Reimbursement  Program  and  the  Reserve 
Member  Stipend  Program.  The  purpose  of  these  program  is  to 
ensure  an  adequate  supply  of  trained  health-care  professionals  for 
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VA  and  the  nation.  The  Scholarship  Program,  authorized  by  Public 
Law  96-330  in  1980,  was  first  implemented  in  fiscal  year  1982. 

Congress  has  modified  the  qualifications  for  receipt  of  scholar- 
ships over  the  years.  Originally  scholarships  were  available  to  stu- 
dents for  education  or  training  for  employment  as  a  physician,  den- 
tist, podiatrist,  optometrist,  nurse,  physician  assistant,  or  expanded 
function  dental  auxiliary.  In  fiscal  year  1988,  eligibility  was  ex- 
tended to  study  towards  employment  as  a  physical  therapist  and, 
in  fiscal  year  1990,  occupational  therapy  and  associate  degree  nurs- 
ing students  were  added. 

Scholarship  Program  participants  are  provided  with  payment  of 
tuition,  other  reasonable  education  expenses,  and  a  stipend.  For 
each  year's  scholarship  received,  the  participant  is  obligated  to 
work  for  VA  for  one  year  in  a  full-time  capacity  in  a  health-care 
position  in  an  assignment  or  location  determined  by  the  Secretary. 

The  Health  Professional  Scholarship  Program,  although  author- 
ized for  other  professions,  has  been  used  to  provide  scholarships 
only  to  students  studying  for  associate,  baccalaureate  and  master 
degrees  in  nursing  and  baccalaureate  and  master  degrees  in  physi- 
cal or  occupational  therapy.  According  to  VA's  "Fourth  Annual 
Report  on  the  Health  Professional  Educational  Assistance  Pro- 
gram," dated  January  1992,  there  have  been  2,866  scholarship  re- 
cipients, including  741  currently  pursuing  studies.  In  fiscal  year 
1991,  scholarships  were  provided  to  445  nursing  students,  37  occu- 
pational therapy  students,  and  36  physical  therapy  students.  A 
little  over  $10  million  was  obligated  for  these  awards  in  fiscal  year 
1991,  an  average  of  $19,342  per  participant. 

In  its  1992  report  VA  concluded,  "These  programs  are  having  a 
positive  impact  on  recruitment  and  retention  of  nurses,  occupation- 
al therapists,  and  physical  therapists  in  the  Department  of  Veter- 
ans Affairs." 

Section  704  of  the  Committee  bill  would  amend  section  7618  of 
title  38  to  change  the  termination  date  of  the  authority  to  furnish 
scholarships  to  new  participants  in  the  Scholarship  program  from 
September  30,  1992,  to  December  31,  1997. 

Cost 

According  to  CBO,  enactment  of  this  provision  would  entail  esti- 
mated costs  of  $10  million  in  budget  authority  and  no  outlays  in 
fiscal  year  1993  and  total  costs  of  $56  million  in  budget  authority 
and  $40  million  in  outlays  in  fiscal  years  1993-1997. 

Permanent  authority  to  make  grants  to  States  relating  to 
State  homes 

Section  705  would  make  permanent  VA's  authority  to  make 
grants  to  States  for  the  construction  or  renovation  of  State  veter- 
ans home  facilities. 

In  addition  to  making  per  diem  payments  to  States  for  care  of 
veterans  in  State  veterans  home  facilities,  VA  provides  grants  to 
States  to  cover  up  to  65  percent  of  costs  for  the  construction  or  ren- 
ovation of  facilities  for  furnishing  hospital,  nursing  home,  or  domi- 
ciliary care  to  veterans  in  State  veterans  homes.  There  are  now  65 
State  Veterans  Home  facilities  in  38  States.  Annual  appropriations 
for  these  matching-fund  grants  for  fiscal  year  1987  through  fiscal 
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year  1990  ranged  from  $40.32  million  (for  fiscal  year  1988)  to  $42.4 
million  (for  fiscal  year  1987).  For  fiscal  year  1991,  the  appropriation 
was  $70  million.  Because  of  a  great  backlog  in  approved  but  un- 
funded State  projects,  Congress  appropriated  a  substantially  great- 
er amount,  $85  million,  for  fiscal  year  1992. 

The  Committee  believes  that  the  State  Home  program  is  an  ef- 
fective way  to  provide  long-term  care  services  to  veterans  across 
the  United  States.  The  per  diem  rates  are  well  below  the  average 
daily  cost  of  care  in  a  VA-operated  extended-care  bed. 

Cost 

According  to  CBO,  enactment  of  section  705  of  the  Committee 
bill  would  entail  costs  of  $88  million  in  budget  authority  and  no 
outlays  in  fiscal  year  1993  and  total  costs  of  $470  million  in  budget 
authority  and  $241  million  in  outlays  in  fiscal  years  1993-1997. 
However,  the  Committee  notes  that  the  Administration  has  re- 
quested an  fiscal  year  1993  appropriation  of  only  $40  million  for 
this  program  and  that  the  Committee  does  not  expect  the  Congress 
to  increase  that  figure. 

Cost  Estimate 

In  compliance  with  paragraph  11(a)  of  rule  XXVI  of  the  Standing 
Rules  of  the  Senate,  the  Committee,  based  on  information  supplied 
by  the  Congressional  Budget  Office  (CBO),  estimates  (a)  that  during 
fiscal  year  1993  and  for  the  first  5  years  following  enactment  the 
cost  in  direct  VA  spending  resulting  from  the  enactment  of  the 
Committee  bill  would  be  $1  million  in  budget  authority  and  outlays 
in  fiscal  year  1993  and  $1  million  in  budget  authority  and  outlays 
every  fiscal  year  thereafter  through  fiscal  year  1997;  (b)  that 
during  fiscal  year  1993  and  for  the  first  5  years  following  enact- 
ment the  cost  in  discretionary  VA  spending  resulting  from  the  en- 
actment of  the  Committee  bill  would  be  $135  million  in  budget  au- 
thority and  $34  million  in  outlays  in  fiscal  year  1993;  $142  million 
in  budget  authority  and  $60  million  in  outlays  in  fiscal  year  1994; 
$150  million  in  budget  authority  and  $106  million  in  outlays  in 
fiscal  year  1995;  $149  million  in  budget  authority  and  $135  million 
in  outlays  in  fiscal  year  1996;  and  $155  million  in  budget  authority 
and  $149  million  in  outlays  in  fiscal  year  1997;  and  (c)  the  savings 
in  direct  spending  under  the  Medicaid  program  would  be  $30  mil- 
lion in  budget  authority  and  outlays  in  fiscal  year  1993;  $100  mil- 
lion in  budget  authority  and  outlays  in  fiscal  year  1994;  $180  mil- 
lion in  budget  authority  and  outlays  in  fiscal  year  1995;  $240  mil- 
lion in  budget  authority  and  outlays  in  fiscal  year  1996;  and  $270 
million  in  budget  authority  and  outlays  in  fiscal  year  1997.  CBO 
further  estimated  that  enactment  of  the  provisions  of  title  VI  of 
the  Committee  bill  could  yield  savings  of  $40  to  $60  million  per 
year  for  VA  and  $30  to  $40  million  per  year  for  Dot)  for  drugs  and 
biologicals  purchased  through  the  FSS.  With  respect  to  the  estimat- 
ed savings  in  the  Medicaid  program,  the  Committee  notes,  as  indi- 
cated earlier  in  the  ''DISCUSSION"  section  of  this  report,  that 
these  savings — ^which  would,  under  CBO's  analysis,  be  the  result  of 
the  use  of  the  lower  FSS  prices  in  the  best  price  calculations — 
would  be  eliminated  by  legislation  that  the  Committee  expects  the 
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Finance  Committee  to  report  soon  exempting  the  Federal  Supply 
Schedule  from  Medicaid  best-price  rebate  calculations.  The  cost  es- 
timate provided  by  CBO,  setting  forth  a  detailed  breakdown  of  the 
costs  follows: 

U.S.  Congress, 
Congressional  Budget  Office, 
Washington,  DC,  September  15,  1992. 

Hon.  Alan  Cranston, 

Chairman,  Committee  on  Veterans*  Affairs, 

U.S.  Senate,  Washington,  DC. 

Dear  Mr.  Chairman:  The  Congressional  Budget  Office  has  pre- 
pared the  enclosed  cost  estimate  of  S.  2575,  the  Veterans  Health 
Programs  Improvement  Act  of  1992,  as  ordered  reported  by  the 
Senate  Committee  on  Veterans'  Affairs  on  August  7,  1992. 

The  bill  would  affect  direct  spending  and  thus  would  be  subject 
to  pay-as-you-go  procedures  under  section  252  of  the  Balanced 
Budget  and  Emergency  Deficit  Control  Act  of  1985. 

If  you  wish  further  details  on  this  estimate,  we  will  be  pleased  to 
provide  them. 

Sincerely, 

Robert  D.  Reischauer, 

Director. 

Enclosure. 

Congressional  Budget  Office  Cost  Estimate 

1.  Bill  number:  S.  2575. 

2.  Bill  title:  Veterans  Health  Programs  Improvement  Act  of  1992. 

3.  Bill  status:  As  ordered  reported  by  the  Senate  Committee  on 
Veterans'  Affairs,  August  7,  1992. 

4.  Bill  purpose:  To  revise  certain  pay  authorities  that  apply  to 
nurses  and  other  health-care  professionals  in  the  Department  of 
Veterans  Affairs  (VA),  and  for  other  purposes. 

5.  Estimated  cost  to  the  Federal  Government: 

[By  fiscal  years,  in  millions  of  dollars] 


1993       1994       1995       1996  1997 


Direct  spending: 
Function  700: 

Budget  authority   1        1        11  1 

Outlays   11        1        1  1 

Function  550: 

Budget  authority   -30    -100    -180    -240  -270 

Outlays   -30    -100    -180    -240  -270 

Total  direct  spending: 

Budget  authority   -29     -99    -179    -239  -269 

Outlays   -29     -99    -179    -239  -269 

Authorizations: 
Function  700: 

Estimated  authorization  level   135      142      150      149  155 

Estimated  outlays   34       60      106      135  149 
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Basis  of  estimate:  The  following  section-by-section  cost  analysis 
addresses  only  those  sections  of  the  bill  that  could  be  expected  to 
have  a  significant  budgetary  impact. 

TITLE  I 

Section  101 

This  section  would  increase  the  number  of  pay  grades  for  VA 
nurses  from  four  to  five.  Under  current  law,  the  pay  grades  are 
identified  as  director  grade,  senior  grade,  intermediate  grade,  and 
entry  grade.  Under  section  101,  the  pay  grades  would  be  identified 
only  as  numerical  levels,  for  example.  Nurse  I,  Nurse  II,  and  so 
forth. 

While  the  addition  of  a  pay  grade  would  allow  VA  to  increase 
the  salary  level  of  some  nurses,  the  proposed  change,  in  and  of 
itself,  would  not  compel  VA  to  alter  the  salary  of  any  nurse.  Fur- 
thermore, because  the  pay  grade  titles  are  removed  by  the  provi- 
sion, it  is  not  possible  to  determine  where  in  the  schedule  the  new 
grade  would  be  added. 

Section  102 

Under  current  law,  the  director  of  each  VA  medical  facility  must 
periodically  adjust  the  rates  of  pay  for  the  facility's  nursing  staff  to 
maintain  comparability  with  nurses'  pay  in  the  local  labor  market. 
This  section  would  exempt  nurses  at  VA  facilities  outside  the  con- 
tiguous United  States,  Alaska,  and  Hawaii  from  the  market  compa- 
rability adjustment. 


[By  fiscal  years,  in  millions  of  dollars] 


1993       1994       1995       1996  1997 

Estimated  authorization  level  

  (1)        1        1        2  2 

Estimated  outlays  

  1        1        2  2 

1  Less  than  $500,000. 


This  provision  would  affect  393  nurses  at  the  VA  medical  center 
in  San  Juan,  Puerto  Rico  and  1  nurse  at  the  Veterans  Memorial 
Medical  Center  in  Manila,  Republic  of  the  Philippines.  VA  has 
frozen  the  salaries  of  these  nurses,  except  for  cost-of-living  in- 
creases. Under  current  law,  no  real  increase  in  a  nurse's  salary  can 
be  granted  except  through  the  comparability  adjustment,  which 
would  indicate  that  salaries  of  these  nurses  should  be  reduced.  Be- 
cause of  the  exemption  from  comparability  adjustment,  the  above 
estimate  assumes  that  real  growth  of  3  percent  a  year  in  salaries — 
the  level  of  a  step  increase  under  the  General  Schedule— would  be 
provided  under  this  section. 

TITLE  II 

This  title  would  repeal  the  VA  pilot  program  for  the  provision  of 
preventive  health-care  services  and  would  expand  VA's  permanent 
authority  to  provide  such  services  by  including  them  under  the  def- 
inition of  "medical  services".  The  title  would  also  establish  within 
the  VA  a  National  Center  for  Preventive  Health  and  would  author- 
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ize  for  each  fiscal  year  after  1992  the  appropriation  of  $2.5  million 
for  the  operation  of  the  Center. 


[By  fiscal  years,  in  millions  of  dollars] 


1993       1994       1995       1996  1997 

Authorization  level  

  3        3        3        3  3 

Estimated  outlays  

  2         2         3         3  3 

VA  has  expanded  the  Preventive  Health-Care  Pilot  Program  to 
the  extent  that  they  now  operate  ''a  preventive  medicine  program 
at  each  VAMC  [Department  of  Veterans  Affairs  Medical  Center] 
and  independent  outpatient  clinic.^  Thus,  it  is  not  expected  that 
giving  permanent  status  to  the  pilot  program  would  significantly 
increase  VA  spending  on  preventive  health-care  services. 

The  estimate  above  represents  the  cost  attributed  to  the  estab- 
lishment of  the  National  Center  for  Preventive  Health.  It  was  as- 
sumed that  the  amounts  authorized  by  the  bill  would  be  fully  ap- 
propriated. Outlays  were  assumed  to  occur  somewhat  slower  in  the 
first  two  years  as  the  Center  is  being  organized.  In  later  years,  out- 
lays were  estimated  according  to  the  historical  spending  pattern 
for  activities  of  this  sort. 

TITLE  III 

This  title  would  provide  that  remuneration  from  work  therapy 
programs  operated  by  state  veterans'  homes  would  not  be  consid- 
ered income  for  VA  pension  purposes.  Payments  from  such  pro- 
grams operated  by,  or  within,  VA  facilities  are  exempt  under  cur- 
rent law. 

[By  fiscal  years,  in  millions  of  dollars] 

1993       1994       1995       1996  1997 


Budget  authority   11111 

Outlays   11111 


According  to  the  National  Association  of  State  Veterans'  Homes, 
25  state  homes  offer  compensated  work  therapy  (CWT)  programs. 
Because  nationwide  data  were  not  available  on  the  number  of  pen- 
sioners participating  in  these  programs,  the  above  estimate  is 
based  on  information  from  a  sampling  of  six  state  homes  with  large 
CWT  programs. 

It  is  estimated  that  around  400  pensioners  participate  in  such 
CWT  programs.  It  is  also  estimated  that,  on  the  average,  these  par- 
ticipants work  around  14  hours  per  week.  Payment  at  the  federal 
minimum  wage  level  would,  therefore,  provide  pensioner-partici- 
pants with  reportable  income  of  around  $3,000  a  year.  Exclusion  of 
this  income  from  pension  consideration  would  increase  the  veter- 
an's pension  payment  by  an  equal  amount. 


^  Department  of  Veterans  Affairs,  "Annual  Report  of  the  Secretary  of  Veterans  Affairs,  Fiscal 
Year  1991,"  p.  12. 
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TITLE  IV 

This  title  would  expand  the  VA  program  of  rural  health-care 
clinics  by  adding  authority  for  part-time  stationary  clinics  to  the 
current  authority  for  mobile  clinics.  Title  IV  would  require  VA  to 
operate  at  least  3  rural  clinics  and  would  authorize  the  appropria- 
tion of  $3  million  in  1993,  $6  million  in  1994,  and  $9  million  in  1995 


for  this  activity. 

[By  fiscal  years,  in  mil 

ons  of  dollars] 

1993       1994       1995       1996  1997 

Authorization  level  

  3         6         9         0  0 

Estimated  outlays  

  1         2         6         7  2 

In  the  past,  spending  for  the  acquisition  and  operation  of  mobile 
clinics  in  rural  areas  has  been  very  slow.  Three  million  dollars  was 
appropriated  for  mobile  clinics  in  both  1989  and  1990.  Nonetheless, 
the  first  mobile  clinic  was  not  ordered  until  late  in  1991  and  is  not 
expected  to  be  delivered  until  September,  1992.  However,  now  that 
the  ordering  procedures  are  established,  it  is  expected  that  the  ac- 
quisition of  additional  mobile  clinics  could  proceed  more  quickly. 
The  timetable  for  establishing  a  part-time  stationary  clinic  should 
be  similar  to  those  for  a  satellite  outpatient  clinic.  The  above  esti- 
mate assumes  that  the  authorized  amounts  would  be  fully  appropri- 
ated. 

TITLE  v 

This  title  would  authorize  VA  to  install  telephones  in  patient 
rooms  in  the  VA  medical  centers  in  Philadelphia,  Pennsylvania 
and  Tucson,  Arizona. 


[By  fiscal  years,  in  millions  of  dollars] 


1993  1994 

1995 

1996 

1997 

Estimated  authorization  level  

Estimated  outlays  

  2  n 

  2  n 

n 

1  Less  than  $500,000. 


Telephones  have  been  installed  in  patient  rooms  in  a  few  VA  fa- 
cilities, financed  by  donations  from  veteran  service  organizations 
and  other  private  sources.  The  estimate  of  the  cost  of  installing  and 
operating  patient  phones  in  Philadelphia  and  Tucson  is  based  on 
the  cost  experienced  in  these  other  facilities.  Major  improvements 
would  be  required  in  the  telephone  lines  and  switching  facilities  for 
such  a  sizeable  expansion  in  the  number  of  phones  in  the  system. 
The  cost  of  such  improvements  is  included  in  the  estimate  above. 
Because  patients  would  be  required  to  pay  for  all  toll  calls,  the  in- 
crease in  operating  costs  is  expected  to  be  less  than  $500,000  a 
year. 
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TITLE  VI 

This  title  would  establish  a  mechanism  to  control  the  prices  paid 
by  federal  agencies  to  purchase  drugs  and  biologicals  from  the  Fed- 
eral Supply  Schedule  (FSS).  In  general,  the  FSS  price  paid  for  a 
brand  name  drug  would  be  limited  to  76  percent  of  the  average 
price  paid  by  wholesalers.  The  FSS  price  would  be  further  reduced 
to  reflect  the  extent  to  which  drug  price  increases  exceed  increases 
in  the  Producer  Price  Index.  Drug  manufacturers  would  be  re- 
quired to  enter  into  pricing  agreements  complying  with  this  formu- 
la in  order  to  receive  payment  for  drugs  or  biologicals  under  the 
Medicaid  program  or  to  sell  drugs  or  biologicals  to  VA,  the  Depart- 
ment of  Defense  (DoD),  the  Public  Health  Service  (PHS),  or  any 
entity  that  receives  funds  from  the  PHS. 

CBO  is  unable  to  provide  a  precise  estimate  of  the  savings  in  the 
pharmaceutical  costs  of  VA,  DoD,  and  PHS  that  would  result  from 
this  measure  because  of  limitations  on  the  data  available  to  com- 
pare current  federal  drug  prices  to  wholesale  prices.  Based  on  a 
comparison  of  1991  FSS  and  wholesale  prices  for  a  sample  of  24 
drugs  commonly  used  by  VA,  it  is  estimated  that  savings  could 
amount  to  $40-60  million  a  year  for  VA  and  $30-40  million  annual- 
ly for  DoD.  Nevertheless,  it  should  be  noted  that  spending  on  phar- 
maceuticals for  these  agencies  is  financed  through  appropriations; 
and  net  federal  savings  from  this  provision  would  only  occur  if 
future  appropriation  levels  are  reduced  in  response  to  the  reduc- 
tion in  pharmaceutical  costs. 

This  provision  would  also  result  in  savings  to  the  Medicaid  pro- 
gram, which  is  a  direct  spending  program.  Under  the  Medicaid  pre- 
scription drug  rebate  provisions,  the  State  Medicaid  programs  are, 
in  effect,  guaranteed  drug  prices  no  higher  than  those  available  on 
the  FSS.  Since  the  inception  of  the  Medicaid  rebate  program,  FSS 
prices  have  risen  and  many  drugs  have  been  removed  from  the 
FSS.  Because  the  bill  would  mandate  that  all  drugs  reimbursed  by 
Medicaid  would  have  to  be  placed  on  the  FSS  with  a  price  not  to 
exceed  76  percent  of  the  wholesale  price.  Medicaid  would  be  guar- 
anteed rebates  of  24  percent  of  the  wholesale  price.  Currently,  CBO 
estimates  that  Medicaid  rebates  would  average  from  16  to  22  per- 
cent over  the  next  five  years.  Therefore,  rebates  would  be  higher 
under  the  bill  and  net  Medicaid  spending  on  prescription  drugs 
would  be  lower.  CBO  estimates  that  savings  would  be  $30  million 
in  1993  and  $820  million  over  the  five-year  budget  period. 


[By  fiscal  years,  in  millions  of  dollars] 


1993       1994  1995 

1996 

1997 

Function  550: 

Budget  authority  

Outlays  

  -30    -100  -180 

  -30    -100  -180 

-240 
-240 

-270 
-270 
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TITLE  VII 

Section  701 

This  section  would  eliminate  the  sunset  date  on  the  authority  of 
the  VA  to  provide  respite  care.  Respite  care  is  inpatient  care  pro- 
vided to  an  individual  who  is  otherwise  cared  for  at  home.  The  pur- 
pose of  respite  care  is  to  provide  some  relief  for  the  caregiver. 


[By  fiscal  years,  in  millions  of  dollars] 


1993 

1994 

1995 

1996 

1997 

Estimated  authorization  level  

Estimated  outlays  

  26 

  26 

27 
27 

29 
29 

32 
32 

34 
34 

The  authority  of  the  VA  to  provide  respite  care  expires  on  Sep- 
tember 30,  1992.  The  agency  has  collected  very  little  data  on  the 
amount  of  respite  care  that  has  been  provided  in  the  past  or  on  the 
cost  of  that  care.  VA  estimates  that  there  is  an  average  daily 
census  of  685  respite  care  patients  in  the  137  participating  VA  fa- 
cilities. The  only  data  on  the  cost  of  respite  care  comes  from  a 
study  that  was  done  by  VA  in  1988.  Based  on  this  data,  it  is  esti- 
mated that  the  average  per  diem  cost  for  respite  care  in  1993 
would  be  $103.  The  above  estimate  assumes  that  the  number  of  res- 
pite care  patients  would  remain  relatively  stable  through  the  pro- 
jection period  and  that  the  average  cost  would  increase  with  infla- 
tion. 

Section  702 

This  section  would  extend  through  December  31,  1996,  the  au- 
thority of  the  VA  to  contract  with  the  Veterans  Memorial  Medical 
Center  in  Manila  to  provide  care  to  U.S.  veterans  in  the  Philip- 
pines. 


[By  fiscal  years,  in  millions  of  dollars] 


1993       1994       1995       1996  1997 

Estimated  authorization  level  

  3        3        3        3  4 

Estimated  outlays  

  3        3        3        3  4 

During  1991,  $2.6  million  was  expended  by  VA  for  medical  care 
and  services  provided  by  the  Veterans  Memorial  Medical  Center  in 
Manila.  This  amount  was  increased  for  anticipated  inflation  to  esti- 
mate future  authorization  levels.  Outlays  were  estimated  according 
to  historical  spending  patterns. 

Section  703 

Under  current  law,  retired  military  servicemembers  who  take 
civil  service  positions  have  their  retired  pay  reduced.  In  1991  VA 
was  given  the  authority  to  waive  this  reduction  in  the  case  of  VA 
nurses,  when  necessary  to  overcome  a  severe  shortage  of  qualified 
candidates.  Section  503  would  remove  the  September  30,  1992, 
sunset  date  on  this  waiver  authority. 
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According  to  VA  data,  this  authority  has  been  used  in  the  case  of 
only  6  nurses  in  the  two  years  since  the  authority  was  originally 
granted.  Therefore,  it  is  not  expected  that  enactment  of  this  provi- 
sion would  result  in  a  significant  cost.  The  small  cost  of  section  503 
would  be  an  increase  in  direct  spending,  because  the  increase 
would  occur  in  the  military  retirement  fund,  a  mandatory  account. 
The  provision  would,  thus,  have  a  pay-as-you-go  impact  of  less  than 
$500,000. 

Section  704 

This  section  would  extend  through  December  31,  1997,  the  sunset 
date  on  the  authority  of  the  VA  to  provide  scholarships  to  individ- 
uals studying  in  the  health  professions.  This  authority  expires 
under  current  law  on  September  30,  1992. 


[By  fiscal  years,  in  millions  of  dollars] 


1993       1994  1995 

1996 

1997 

Estimated  authorization  level  

  10        11  11 

12 

12 

Estimated  outlays  

  0         7  11 

11 

11 

The  1992  appropriation  included  $10.1  million  for  this  activity. 
This  amount  was  increased  for  anticipated  inflation  to  estimate 
future  authorization  levels.  Outlays  are  projected  according  to  his- 
torical spending  patterns. 

Section  705 

This  section  would  eliminate  the  sunset  date  on  the  authority  of 
the  VA  to  provide  grants  to  states  for  the  construction  of  state  vet- 
erans' homes.  This  authority  expires  under  current  law  on  Septem- 
ber 30,  1992. 


[By  fiscal  years,  in  millions  of  dollars] 


1993  1994 

1995 

1996 

1997 

Estimated  authorization  level  

  88  91 

94 

97 

100 

Estimated  outlays  

  0  18 

53 

77 

93 

The  1992  appropriation  included  $85  million  for  this  activity. 
This  amount  was  increased  for  anticipated  inflation  to  estimate 
future  authorization  levels.  Outlays  are  projected  according  to  his- 
torical spending  patterns. 

6.  Pay-as-you-go  considerations:  The  Balanced  Budget  and  Emer- 
gency Deficit  Control  Act  of  1985  sets  up  pay-as-you-go  procedures 
for  legislation  affecting  direct  spending  or  receipts  through  1995. 
The  bill  would  have  the  following  pay-as-you-go  impact: 
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[By  fiscal  years,  in  millions  of  dollars] 


1992 

1993 

1994 

1995 

Outlays  

Receipts  

  0 

  n 

-29 

-99 

-179 

1  Not  Applicable. 


7.  Estimated  cost  to  State  and  local  government:  The  Congres- 
sional Budget  Office  has  determined  that  the  budgets  of  state  and 
local  governments  would  not  be  significantly  affected  by  the  enact- 
ment of  this  bill. 

8.  Estimate  comparison:  None. 

9.  Previous  CBO  estimate:  None. 

10.  Estimate  prepared  by:  K.W.  Shepherd  (and)  Scott  Harrison. 

11.  Estimate  approved  by:  C.G.  Nuckols,  Assistant  Director  for 
Budget  Analysis. 

Regulatory  Impact  Statement 

In  compliance  with  paragraph  11(b)  of  rule  XXVI  of  the  Standing 
Rules  of  the  Senate,  the  Committee  on  Veterans'  Affairs  has  made 
an  evaluation  of  the  regulatory  impact  which  would  be  incurred  in 
carr3dng  out  the  Committee  bill.  The  Committee  finds  that  except 
with  respect  to  the  provisions  of  title  VI,  relating  to  prices  paid  by 
VA  for  pharmaceuticals,  the  Committee  bill  would  not  entail  any 
significant  regulation  of  individuals  or  businesses  or  result  in  any 
significant  impact  on  the  personal  privacy  of  any  individuals  and 
that,  except  as  noted  below,  the  paperwork  resulting  from  enact- 
ment would  be  minimal. 

In  the  case  of  the  provisions  of  title  VI,  the  Committee  bill  is  de- 
signed to  produce  certain  discounts  in  the  prices  that  pharmaceuti- 
cal manufacturers  charge  VA  and  other  federal  entities  that  pur- 
chase through  the  Federal  Supply  Schedule  (FSS)  and  VA  and  DoD 
depots  for  brand-name  drugs  and  biologicals.  According  to  CBO, 
these  provisions  could  yield  savings  of  $40  to  $60  million  per  year 
for  VA  and  $30  to  $40  million  per  year  for  DoD  for  drugs  and  biolo- 
gicals purchased  through  the  FSS. 

In  the  cases  of  provisions  requiring  reports  to  the  Congress  to 
provide  program  data  and  evaluations  (sections  105,  203,  204,  205, 
401,  and  501),  the  amount  of  paperwork  would  be  reasonable  in 
light  of  the  beneficial  objectives  of  the  legislation. 

Tabulation  of  Votes  Cast  in  Committee 

In  compliance  with  paragraph  7  of  rule  XXVI  of  the  Standing 
Rules  of  the  Senate,  the  following  is  a  tabulation  of  votes  cast  in 
person  or  by  proxy  by  members  of  the  Committee  on  Veterans'  Af- 
fairs at  meetings  on  June  24,  1992,  and  August  7,  1992.  On  June  24, 
the  Committee  voted  by  a  voice  vote  to  report  S.  2575  favorably  to 
the  Senate  with  an  amendment  in  the  nature  of  a  substitute  and 
subject  to  any  subsequently  adopted  amendments. 

Thereafter,  the  Committee  adopted  three  amendments  to  the  bill, 
as  follows: 
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An  amendment  proposed  by  Senator  Cranston,  derived  from  S. 
1424  and  modified  by  a  second  degree  amendment  offered  by  Sena- 
tor Simpson,  relating  to  VA  rural  health-care  clinics,  was  approved 
by  a  voice  vote. 

An  amendment  proposed  by  Senators  Specter  and  DeConcini  re- 
lating to  telephone  service  in  VA  medical  center  patients'  rooms, 
was  approved  by  a  vote  of  8-3,  as  follows: 

YEAS  (8)  NAYS  (3) 

Alan  Cranston  George  J.  Mitchell 

Dennis  DeConcini  John  D.  Rockefeller  IV 

Daniel  K.  Akaka  Bob  Graham 

Thomas  A.  Daschle 
Arlen  Specter 
Strom  Thurmond 
Frank  H.  Murkowski 
James  M.  Jeffords 

At  the  Committee's  August  7,  1992,  meeting  the  Committee  ap- 
proved by  voice  vote,  with  Senator  Specter  expressly  abstaining,  an 
amendment  offered  by  Senators  Rockefeller,  Simpson,  Murkowski, 
and  Cranston  relating  to  prices  paid  for  drugs  and  biologicals  pur- 
chased through  the  Federal  Supply  Schedule,  VA  depots,  and  De- 
partment of  Defense  depots.  The  Committee  also  approved,  by 
unanimous  consent,  an  amendment  offered  by  Senator  Cranston  re- 
garding the  State  Home  program. 

Agency  Reports 

On  March  25  and  on  April  22,  1992,  the  Committee  Chairman 
asked  the  Secretary  of  Veterans  Affairs  for  a  report  setting  forth 
the  Department's  views  on  S.  2372  and  S.  2575,  respectively.  As  of 
the  date  of  the  filing  of  this  report,  reports  on  the  Department's 
views  on  these  two  bills  had  not  been  received.  However,  on  June 
3,  1992,  VA's  Chief  Medical  Director,  Dr.  James  W.  Holsinger,  Jr., 
submitted  testimony  on  S.  1424,  S.  2740,  and  S.  2575  as  introduced 
and  the  testimony  is  reprinted  below  in  lieu  of  Department  reports 
on  these  bills.  In  response  to  a  May  19,  1992,  request  from  the 
Chairman,  on  June  23,  1992,  the  Department  submitted  a  report 
setting  forth  its  views  on  S.  2715,  which  is  reprinted  below,  follow- 
ing Dr.  Holsinger's  testimony. 

Statement  of  James  W.  Holsinger,  Jr.,  M.D.,  Chief  Medical 
Director,  Department  of  Veterans  Affairs 

Mr.  Chairman  and  Members  of  the  Committee: 

I  am  pleased  to  be  here  today  to  present  the  Department's  views 
on  three  bills  intended  to  improve  the  VA  health  care  system.  We 
support  some  provisions  in  the  bills,  and  oppose  others.  We  appreci- 
ate your  considering  our  views  as  you  review  these  measures. 

S.  2575 

Mr.  Chairman,  I  will  begin  by  commenting  on  S.  2575,  your  bill 
which  contains  a  number  of  provisions  which  would  modify  our 
nurse  pay  system.  The  bill  would  also  extend  our  authority  to  con- 
tract for  the  care  of  veterans  in  the  Veterans  Memorial  Medical 


58-915  0-92-4 


86 

Center  in  the  Philippines,  and  permanently  authorize  our  Health 
Professional  Scholarship  Program,  our  Respite  Care  Program,  and 
our  State  Home  Grant  Program. 

Nurse  pay 

S.  2575  contains  eight  different  provisions  which  would  modify 
the  recently  enacted  locality-based  nurse  pay  system.  We  believe, 
based  on  greatly  improved  nurse  recruitment  and  retention,  that 
this  new  system  is  generally  successful.  As  a  result,  we  must  object 
to  most  of  the  provisions  of  this  bill  affecting  nurses'  pay.  Before 
nurse  pay  reform,  we  were  spending  approximately  $100  million  on 
special  pay  for  nurses;  salary  expenses  related  to  nurse  pay  reform 
amount  to  an  additional  $170  million  and  the  increase  accounts  for 
nine  percent  of  total  nurse  salary  expenditures.  There  are  no  sys- 
tematic data  available  that  indicate  a  need  to  further  reform  this 
pay  system. 

Revision  of  nurse  pay  grade  schedule 

Section  2  of  the  bill  would  revise  the  nurse  pay  schedule  to 
expand  it  from  four  grades  to  five.  In  addition,  the  bill  would  elimi- 
nate the  current  grade  titles  of  Entry,  Intermediate,  Senior  and  Di- 
rector, and  replace  them  with  Nurse  I,  Nurse  II,  Nurse  III,  Nurse 
IV,  and  Nurse  V. 

This  proposal  is  simply  not  justified  at  this  time. 

Authority  to  waive  reduction  in  military  retired  pay 

Section  3  would  make  permanent  our  authority  to  waive  the  re- 
duction in  military  retired  pay  for  nurses  and  nurse  anesthetists. 
That  authority  expires  September  30,  1992.  The  waiver  authority  is 
restricted  to  situations  where  its  use  is  necessary  to  meet  special  or 
emergency  employment  needs  due  to  a  severe  shortage  of  well- 
qualified  candidates  which  otherwise  cannot  be  met  readily. 

We  do  not  support  this  provision.  Even  before  nurse  pay  reform, 
we  rarely  used  this  authority.  With  the  new  pay  system,  we  no 
longer  believe  it  is  necessary  to  maintain  this  authority  within  the 
VA. 

Special  rates  of  pay  for  Manila  and  San  Juan 

Section  4  would  authorize  VA  to  establish  pay  rates  for  covered 
positions  at  VAMC  San  Juan  and  the  Manila  Veterans  Memorial 
Medical  Center,  separate  from  the  locality-based  nurse  pay  system. 

We  support  this  provision.  It  will  provide  needed  additional  flexi- 
bility with  respect  to  the  San  Juan  and  Manila  Medical  centers. 
Data  for  comparable  positions  in  San  Juan  and  Manila  are  not 
available.  As  a  result  of  establishing  a  four-grade  system  without 
local  data,  the  following  has  occurred: 

The  pay  schedules  for  these  facilities,  especially  at  the  Inter- 
mediate, Senior,  and  Director  enhanced  qualifications  or  as- 
signments (EQA)  grades,  have  been  drastically  compressed. 

In  Intermediate  grade,  San  Juan  has  64  nurses  on  pay  reten- 
tion and  43  at  the  top  step  of  the  grade,  with  little  expectation 
of  being  able  to  do  an3d:hing  to  improve  the  situation. 

Manila  must  attempt  conducting  locality  pay  surveys  for  one 
American  nurse,  knowing  that  there  is  no  comparable  data. 
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Authority  to  import  survey  data  and  to  use  contract  data  to  set 
CRNA  pay  rates 

Section  5  would  authorize  an  additional  survey  method  for  the 
locality-based  nurse  pay  system  where  a  VAMC  Director  deter- 
mines that  neither  a  Bureau  of  Labor  Statistics  (BLS),  nor  a  VA 
local  survey  of  the  VAMC's  labor  market  area,  provides  sufficient 
data  to  adjust  pay  rates.  The  VAMC  Director  could  conduct  a 
survey  to  obtain  data  from  a  ''comparable,"  but  separate  labor 
market  area. 

Section  5  also  would  authorize  a  VAMC  Director  to  use  nurse  an- 
esthetist contract  agency  compensation  data  to  adjust  locality- 
based  nurse  anesthetist  pay  rates  where  none  of  the  survey  meth- 
ods (BLS,  VA  Survey,  or  imported  survey)  provides  sufficient  data. 

Although  we  support  flexibility  for  the  locality-based  nurse  pay 
system,  we  think  this  additional  authority  is  not  necessary  at  this 
time.  Under  existing  authority,  we  have  authorized  VAMC  Direc- 
tors, in  situations  where  there  is  insufficient  survey  data  from  the 
immediate  local  area,  to  expand  the  local  labor  market  areas  until 
they  cover  a  geographic  area  in  which  sufficient  data  is  available. 

We  believe  expansion  of  local  labor  market  areas  will  provide 
sufficient  data  to  make  determinations  concerning  nurse  anesthe- 
tist local  pay  rates.  Moreover,  we  have  serious  concerns  that  con- 
tract agency  data  will  provide  a  valid  basis  for  determining  VA  pay 
rates.  For  example,  contract  agency  nurse  anesthetists  frequently 
do  not  receive  premium  pay,  benefits,  or  malpractice  coverage,  but 
must  provide  for  their  own  from  lump  sum  compensation  which 
greatly  exceeds  employee  salaries.  In  addition,  nurse  anesthetist 
agency  pay  practices  and  employee  assignments  frequently  differ 
significantly  from  the  traditional  hospital  employer — employee  re- 
lationship. 

Although  we  do  not  think  that  these  authorities  are  necessary  at 
this  time,  we  will  continue  to  evaluate  the  effectiveness  of  existing 
authorities,  to  fine-tune  administrative  practice  under  those  au- 
thorities, and  to  consider  development  of  proposals  of  new  authori- 
ties, if  necessary  to  assure  that  VA  continues  to  recruit  and  retain 
highly  qualified  health  care  personnel. 

Revision  of  basis  for  calculation  of  compensation  of  corresponding 
health  care  positions 

Section  6  would  change  the  survey  process  by  surveying  for 
''paid"  minimum  rates  of  pay  from  the  current  statute's  "estab- 
lished" minimum  rates.  We  believe  that  the  intent  of  this  provision 
is  to  require  the  use  of  actual  minimum  rates  paid  by  competing 
health  care  facilities,  as  opposed  to  the  minimum  rate  of  their  pub- 
lished pay  schedules.  We  strongly  oppose  this  provision. 

In  the  first  place,  we  think  that  this  provision  is  designed  to  ad- 
dress a  problem  which  has  already  been  resolved  by  the  use  of  data 
on  actual  or  above-minimum  rates.  We  have  advised  field  facilities 
that  in  situations  where  competing  health-care  facilities  were 
hiring  at  rates  above  the  minimum  published  rates,  to  use  those 
hiring  rates  for  survey  data.  We  determined  that  above-minimum 
rates  are  minimum  "established"  rates  for  the  purpose  of  VA 
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salary  surveys.  A  draft  revision  of  agency  policy  clarifying  this  in- 
terpretation is  now  being  reviewed  in  Central  Office. 

More  importantly,  this  provision  fails  to  address  a  more  serious 
problem  we  have  encountered:  What  to  do  when  the  competing 
health-care  facility  doesn't  have  any  minimum  rate  but  all  salaries 
are  individually  negotiated.  This  problem  exists  particularly  at  Di- 
rector grade. 

The  use  of  hiring  rates  is  not  an  appropriate  solution  to  this 
problem.  Individually  negotiated  salaries,  especially  for  positions 
corresponding  to  VA  Director  grade  assignments,  are  almost 
always  much  higher  than  minimum  rates  because  they  reflect  the 
special  qualifications  and  salary  history  of  the  appointee.  There- 
fore, VA  would  be  using  middle  or  even  maximum  rates  to  set  min- 
imum rates,  quickly  or  immediately  becoming  the  community  pay 
leader.  We  will  continue  to  review  this  situation,  and  will  initiate 
further  administrative  action  or  legislative  proposals  if  warranted. 

Pay  adjustments  for  transferring  employees 

Section  7  of  the  bill  authorizes  the  Secretary  to  establish,  for  em- 
ployees who  transfer  to  another  VA  facility  at  VA's  request,  a 
higher  rate  tham  that  available  under  the  locality-based  nurse  pay 
system.  We  oppose  this  provision. 

However,  if  enacted,  we  would  prefer  the  ability  to  simply  main- 
tain the  pay  level  of  employees  who  transfer  at  VA  request  in  the 
form  of  pay  retention  similar  to  that  available  to  other  Federal  em- 
ployees under  Chapter  53,  title  5,  United  States  Code,  and  that  it 
be  discretionary,  subject  to  regulations  promulgated  by  the  Secre- 
tary. Unlike  pay  retention,  this  provision  would  create  another  pay 
rate-setting  procedure  which  is  unnecessary,  confusing,  and  which 
would  result  in  multiple  pay  rate  procedures  at  a  single  facility  for 
the  same  occupation.  Also,  it  does  not  provide  any  mechanism  for 
future  adjustments.  Finally,  the  legislation  does  not  clearly  state 
that  it  would  not  apply  to  employees  transferred  as  the  result  of 
disciplinary  action. 

Effective  date 

We  note  that  the  bill  lacks  an  effective  date.  Due  to  the  compli- 
cations involved  in  establishing  a  new  pay  grade,  including  revision 
of  the  qualifications  standards  and  survey  job  descriptions,  issuing 
instructions  to  the  field,  conducting  new  surveys,  and  establishing 
new  schedules,  we  recommend  that  the  effective  date  for  any  nurse 
pay  provisions  be  set  as  the  first  pay  period  after  April  1,  1993,  or 
the  first  pay  period  after  the  date  which  is  6  months  after  enact- 
ment, which  ever  is  later. 

Respite  Care  Program — Permanent  authority 

Section  8  of  the  bill  would  provide  permanent  legal  authority  for 
our  Respite  Care  Program.  The  program,  which  Congress  first  au- 
thorized in  1986,  allows  our  medical  centers  to  provide  chronically 
ill  veterans  who  reside  at  home  with  brief,  planned  periods  of  care 
in  the  medical  center.  These  episodes  of  VA  care  are  actually  in- 
tended to  provide  the  veteran's  family  members  with  relief  from 
the  physical  and  emotional  strains  of  providing  the  veteran  with 
daily  care.  Giving  the  family  caregivers  periods  of  "respite"  en- 
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ables  them  to  continue  providing  care  over  the  long  term,  thereby 
allowing  veterans  to  continue  living  at  home. 

Since  its  inception,  the  Respite  Care  Program  has  been  well  re- 
ceived by  veterans,  their  families,  and  health-care  providers.  There 
is  no  doubt  that  it  has  enabled  veterans  to  delay,  and  in  many  in- 
stances, avoid  the  need  for  long  term  hospitalization.  Respite  care 
is  a  successful  and  cost  effective  alternative  to  long  term  institu- 
tionalization for  many  veterans  with  chronic  illness.  We  support 
section  8. 

Contracts  for  care — The  Philippines 

Section  9  of  the  bill  would  extend  through  December  31,  1996, 
the  President's  authority  to  enter  into  contracts  with  the  Veterans 
Memorial  Medical  Center  (VMMC)  in  the  Philippines.  These  con- 
tracts provide  payments  for  hospital  and  nursing  home  care  to 
United  States  veterans  in  that  hospital.  For  many  years  we  have 
recognized  the  obligation  of  the  United  States  to  provide  care  to 
Filipino  veterans  who  served  in  our  Armed  Services.  That  obliga- 
tion continues,  and  the  contract  care  authority  continues  to  be 
needed  to  fulfill  the  obligation.  Thus,  we  support  extension  of  the 
authority. 

We  note  that  section  9  does  not  extend  the  Secretary's  authority 
to  make  grants  to  the  VMMC  for  replacing  and  upgrading  equip- 
ment and  rehabilitating  the  hospital's  physical  plant  and  facilities. 
Annual  grants  for  those  purposes  have  been  authorized  for  many 
years,  and  are  reflected  in  the  President's  fiscal  year  1993  Budget. 
We  recommend  that  you  extend  the  grant  program  for  five  years, 
and  authorize  $500,000  annually  for  the  grants. 

Health  Professional  Scholarship  Program — Permanent  authority 

Section  10  of  the  bill  would  provide  permanent  legal  authority 
for  our  Health  Professional  Scholarship  Program. 

Since  Congress  first  authorized  the  Scholarship  Program  in  1980, 
it  has  been  a  valuable  tool  in  the  recruitment  and  retention  of  reg- 
istered nurses.  We  began  providing  scholarships  to  students  in 
physical  and  occupational  therapy  in,  respectively,  1988  and  1990, 
because  it  is  also  very  difficult  to  recruit  and  retain  employees  in 
those  two  professions.  Under  the  program,  we  provide  carefully  se- 
lected students  with  a  scholarship  consisting  of  tuition,  a  monthly 
stipend,  and  the  expenses  of  materials  such  as  books.  We  provide 
scholarships  to  students  in  the  last  one  or  two  years  of  their  school- 
ing. In  exchange,  they  agree  to  work  for  VA  on  completion  of  their 
degree  for  a  one  year  period  for  each  year  that  we  provide  support. 
The  scholarship  program  helps  ensure  a  continuous  influx  of 
health-care  professionals  into  our  system. 

We  support  a  four  year  continuation  of  the  program.  In  the  cur- 
rent rapidly  changing  world  of  health  care  personnel,  we  believe 
the  usefulness  of  this  program  should  be  reevaluated  in  the  near 
future.  We  also  ask  that  the  Committee  consider  amending  this 
program  by  raising  the  minimum  service  obligation  from  one  year 
to  two  years. 
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State  Home  Grant  Program — Permanent  authority 

Section  11  would  permanently  authorize  appropriations  for  the 
conduct  of  our  State  Home  Grant  Program.  The  program  provides 
assistance  to  States  in  the  construction,  acquisition,  remodeling, 
and  renovation  of  State  home  facilities.  These  facilities  furnish  eli- 
gible veterans  with  hospital,  domiciliary,  and  nursing  home  care. 
The  homes  are  operated  by  the  States,  and  represent  an  example  of 
a  Federal/ State  partnership  to  provide  care  to  many  of  our  need- 
iest veterans.  The  program  is  cost-effective  in  that  Federal  partici- 
pation is  limited  to  no  more  than  65  percent  of  the  cost  of  any  one 
project.  We  support  continuation  of  the  program. 

Preventive  health  care — S.  2740 

I  will  next  comment  on  S.  2740,  your  bill  which  is  aimed  at  en- 
hancing our  ability  to  provide  veterans  with  preventive  health  care 
services.  We  can  all  agree  that  many  preventive  medicine  services 
are  desirable  and  in  many  cases  are  cost-effective.  Early  detection 
and  treatment  of  disease  is  best  for  the  patient,  and  best  for  the 
taxpayer.  We  want  to  place  a  greater  emphasis  on  preventive 
health  care  in  the  VA,  but  we  don's  think  this  bill  will  provide  us 
with  any  additional  tools  to  do  that.  Rather,  it  would  direct  us  to 
use  funds  on  activities  which  are  peripheral  to  the  primary  task  of 
providing  services  to  veterans.  We  oppose  enactment  of  the  bill. 

The  draft  bill  would  essentially  do  four  things.  First,  it  would  of- 
ficially repeal  authority  for  the  preventive  health  care  pilot  pro- 
gram that  operated  in  VA  from  1985  through  1988,  but  would 
retain  the  definition  of  the  term  ''preventive  health-care  services" 
which  was  used  in  that  pilot  program.  Second,  the  bill  would  direct 
that  I,  as  Chief  Medical  Director,  establish  and  operate  a  National 
Center  for  Preventive  Health.  Third,  the  bill  would  direct  the  Sec- 
retary to  establish  a  Preventive  Health  Services  Advisory  Commit- 
tee. Finally,  the  bill  would  require  the  Secretary  to  report  annually 
to  the  Congress  regarding  VA  efforts  to  provide  preventive  health 
services. 

We  oppose  this  bill  as  simply  unnecessary.  As  I  stated,  we  now 
have  a  comprehensive  preventive  health  care  program  that  oper- 
ates throughout  our  health-care  system.  Each  of  our  medical  cen- 
ters has  a  Preventive  Medicine  Facility  coordinator,  and  there  is  a 
National  Program  Director  in  Central  Office.  That  office  seeks  to 
disseminate  information  about  preventive  health-care,  and  coordi- 
nate the  program.  It  also  seeks  to  encourage  research  in  this  area. 
Our  existing  office  does  much  of  what  we  envision  a  national 
center  doing.  We  also  don't  believe  VA  needs  an  advisory  commit- 
tee on  preventive  health  care  at  this  time.  Both  the  Secretary  and  I 
have  adequate  authority  to  obtain  the  advice  we  need  in  this  area, 
including  the  authority  to  establish  an  advisory  committee  if  that 
becomes  desirable.  Finally,  we  will  always  make  information  avail- 
able to  Congress  on  preventive  health  care  in  the  VA.  We  don't  be- 
lieve a  detailed  annual  report  on  the  subject,  such  as  this  bill 
would  require,  would  be  useful  or  cost-effective. 
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Mobile  Health-Care  Clinic  Program — S.  H2i 

Mr.  Chairman,  I  next  turn  to  S.  1424,  a  bill  introduced  last  year 
which  would  direct  us  to  undertake  a  broadened  program  of  fur- 
nishing care  in  rural  areas  through  the  use  of  mobile  health  care 
clinics.  We  strongly  oppose  enactment  of  the  bill. 

S.  1424  would  add  a  new  section  to  title  38  which  would  direct 
the  Secretary  to  begin  operating  at  least  three  new  mobile  health 
care  clinics  each  year  for  a  five-year  period.  The  bill  would  require 
that  we  locate  the  clinics  in  states  with  large  populations  of  veter- 
ans living  in  rural  areas.  To  receive  care  in  one  of  the  clinics,  a 
veteran  would  have  to  live  in  a  state  where  a  clinic  is  located,  live 
at  least  100  miles  from  a  VA  health-care  facility,  and  be  otherwise 
eligible  for  VA  health-care  benefits.  The  bill  would  require  an  eval- 
uation of  the  program  at  the  end  of  five  years,  and  a  report  to  Con- 
gress regarding  the  evaluation. 

As  you  know,  we  have  advanced  quite  far  in  our  pilot  program  of 
using  mobile  health  care  clinics  to  care  for  veterans  in  rural  areas. 
That  effort  began  with  enactment  of  Public  Law  100-322,  which  es- 
tablished a  program  to  furnish  care  with  mobile  clinics  in  four  lo- 
cations. We  went  through  an  elaborate  process  to  select  the  origi- 
nal four  sites  for  clinics,  and  subsequently,  two  additional  sites 
were  added.  Thus,  we  now  plan  on  operating  six  mobile  clinics  in 
six  parts  of  the  country.  We  awarded  a  contract  for  construction  of 
the  six  clinics  last  Fall,  and  delivery  is  expected  in  September  of 
this  year.  The  six  medical  centers  which  will  administer  the  clinics 
have  been  allocated  funds  this  year  to  prepare  for  delivery  of  the 
clinics  this  fall,  and  to  hire  personnel  to  staff  the  clinics. 

We  believe  mobile  clinics  should  be  tested  at  the  six  sites  before 
adding  additional  clinics.  We  want  to  determine  whether  mobile 
clinics  are  the  best  and  most  cost-effective  mechanism  to  furnish 
such  care  in  rural  areas.  The  clinics  are  relatively  expensive,  and  it 
remains  to  be  seen  whether  they  will  be  able  to  meet  the  health- 
care needs  of  veterans  beyond  serving  as  a  location  for  referral  to 
facilities  that  can  provide  a  higher  level  of  service.  We  need  to  op- 
erate the  six  planned  clinics  for  a  period  of  time  before  we  will  be 
able  to  say  whether  the  costs  and  benefits  of  mobile  clinics  are  jus- 
tified. We  strongly  believe  that  large  scale  expansion  of  the  pro- 
gram, as  this  bill  proposes,  is  not  at  all  warranted  at  this  time. 

Oversight  issues 

Mr.  Chairman,  you  also  requested  that  we  address  the  General 
Accounting  Office's  April  1992  report  on  its  review  of  four  VA  psy- 
chiatric hospitals.  I  have  provided  a  detailed  response  to  questions 
you  raised  in  your  April  30  letter  to  Secretary  Derwinski  that  I  be- 
lieve fully  addresses  issues  raised  by  GAO's  review.  I  ask  that  this 
response  be  made  part  of  the  hearing  record. 

The  GAO  review  of  four  VA  hospitals  and  six  non-VA  hospitals 
found  that  VA  and  private  psychiatric  hospitals  have  similar 
review  mechanisms  in  place  that  generally  meet  JCAHO  accredita- 
tion standards.  GAO's  review  was  based  on  fiscal  year  1988-90  VA 
data,  which  does  not  reflect  any  of  the  quality  management  im- 
provements that  have  been  undertaken  since  August  1990.  We 
have  made  significant  progress  in  improving  quality  management 
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in  VHA  and  have  a  number  of  special  evaluation  efforts  underway 
that  will  fully  respond  to  the  problems  identified  by  the  GAO 
review. 

Mr.  Chairman,  on  March  31,  1993,  VA  submitted  a  report  as  re- 
quired by  Public  Law  102-25  on  its  clinical  and  assessment  efforts 
to  assist  veterans  of  Operation  Desert  Storm.  This  report  was  based 
on  clinical  experiences  and  research  undertaken  by  VA  during  the 
past  year. 

Formal  assessment  data  collected  on  over  4,500  Persian  Gulf  vet- 
erans suggests  the  following: 

Approximately  9  percent  of  Persian  Gulf  returnees  had 
symptoms  scoring  in  the  PTSD  range. 

As  many  as  34  percent  appear  to  have  experienced  other 
forms  of  significant  psychological  distress  during  the  months 
after  their  return  from  the  Middle  East. 

As  expected,  troops  who  were  most  exposed  to  war  zone 
stressors  report  the  highest  symptom  levels,  and  troops  de- 
ployed to  the  Middle  East  have  higher  symptom  levels  than 
those  not  so  deployed.  These  findings  suggest  the  existence  of  a 
specific  relationship  between  service  in  the  Persian  Gulf  War 
and  psychological  distress. 

There  is  some  evidence  that  stressful  pre-deployment  experi- 
ences and  post-deployment  family  adjustment  problems  are 
also  associated  with  more  severe  symptomatology. 
While  informative,  it  must  be  noted  that  these  data  were  collect- 
ed in  selected  locations  shortly  after  troops  returned  from  overseas 
and,  therefore,  is  not  a  scientific  probability  sample  of  all  Persian 
Gulf  troops. 

Both  VA  Medical  Centers  and  Vet  Centers  have  initiated  efforts 
to  provide  special  outreach  and  other  clinical  services  to  Persian 
Gulf  veterans  and  have  been  provided  additional  funds  to  expand 
the  services  they  provide.  As  of  April  1992,  VA  Medical  Centers 
had  provided  services  to  over  60,000  Persian  Gulf  veterans  while 
VA  Readjustment  Counseling  Service  Vet  Centers  offered  assist- 
ance to  over  23,000  veterans.  During  the  coming  years,  VA  profes- 
sionals across  the  country  will  be  carefully  assessing  Persian  Gulf 
veterans  for  indications  of  PTSD  as  well  as  any  other  manifesta- 
tions of  war  zone  stress.  In  view  of  the  importance  of  identifying 
the  delayed  emergence  of  adjustment  problems,  the  National 
Center  for  PTSD  and  others  will  continue  their  longitudinal  re- 
search efforts. 

Mr.  Chairman,  this  completes  my  testimony.  I  would  be  pleased 
to  respond  to  any  questions. 

Department  of  Veterans  Affairs, 

June  23,  1992. 

Hon.  Alan  Cranston, 

Chairman,  Committee  on  Veterans  Affairs, 

U.S.  Senate,  Washington,  DC. 

Dear  Mr.  Chairman:  This  will  respond  to  your  request  for  a 
report  on  S.  2715,  102nd  Congress,  2nd  Session,  a  bill  ''[t]o  require 
the  Secretary  of  Veterans  Affairs  to  carry  out  demonstration 
projects  to  determine  the  feasibility  and  desirability  of  installing 


93 


telephones  in  Department  of  Veterans  Affairs  health-care  facilities 
for  use  by  patients  of  such  facilities." 

S.  2715  would  require  the  Secretary  to  carry  out  demonstration 
projects  at  the  Philadelphia  and  Tucson  VA  Medical  Centers 
(VAMC)  to  evaluate  the  feasibility  and  desirability  of  installing 
telephones  for  patient  use  at  VA  health-care  facilities.  The  phones 
would  be  installed  in  patients'  rooms  and  the  patients  would  be  fi- 
nancially responsible  for  long  distance  calls. 

S.  2715  would  require  the  evaluation  of  the  Philadelphia  and 
Tucson  projects  to  include  the  cost  of  installation,  maintenance  and 
use  of  the  telephones  as  well  as  any  costs  incurred  in  providing 
special  telephones  or  equipment  necessary  to  enable  disabled  veter- 
ans to  use  the  phones.  The  bill  would  also  require  inclusion  of  the 
amount  of  any  savings  resulting  from  the  demonstration  projects, 
such  as  a  decrease  in  the  amount  of  assistance  in  using  telephones 
that  VAMC  staff  would  otherwise  provide  to  patients.  Lastly,  the 
Secretary  would  be  required  to  evaluate  the  therapeutic  impact  of 
the  demonstration  projects. 

Finally,  S.  2715  would  require  the  Secretary  to  submit  a  report  to 
the  Congress  containing:  the  aforementioned  determinations  neces- 
sary for  his  evaluation  of  the  projects;  his  assessment  of  the  feasi- 
bility and  desirability  of  providing  patient  telephones  throughout 
the  system;  and  any  additional  information  or  recommendations 
concerning  the  furnishing  of  telephones  for  patients  which  he  con- 
siders appropriate. 

The  Department  supports  the  concept  of  patient  bedside  tele- 
phones, but  we  strongly  oppose  enactment  of  S.  2715.  In  1985  our 
Office  of  the  General  Counsel  opined  that  it  is  within  the  discretion 
of  the  Chief  Medical  Director  (CMD)  to  determine  that  the  provi- 
sion of  bedside  phone  service  is  necessary  for  a  complete  medical 
and  hospital  service  under  38  U.S.C.  §  7301  (formerly  section  4101). 
Since  that  time  several  VAMCs  have  obtained  bedside  phone  serv- 
ice for  some  or  all  of  their  patients  through  donations  from  outside 
organizations,  these  VAMCs  are  Boise,  Idaho;  Bronx,  New  York; 
Castle  Point,  New  York;  Hines  Illinois;  Miami,  Florida;  and  San 
Diego,  California.  Hence,  VA  has  no  need  for  additional  statutory 
authority  concerning  the  provision  of  patient  phones  inasmuch  as 
the  Department  already  has  the  requisite  authority  to  furnish  such 
service.  Likewise,  the  Department  has  no  need  to  carry  out  the 
demonstration  projects  described  in  the  bill  in  light  of  the  fact  that 
at  least  six  facilities  presently  furnish  bedside  phone  service  to  pa- 
tients. 

Moreover,  VA  has  already  made  the  determination  required  by 
S.  2715  as  to  the  feasibility  and  desirability  of  providing  phone 
service  in  patients'  rooms,  and  has  developed  a  budget  initiative  to 
implement  same.  At  the  request  of  Senator  Frank  Murkowski  the 
General  Accounting  Office  (GAO)  identified  ways  that  VAMCs 
could  reduce  the  amount  of  time  that  VA  nurses  spend  on  nonclini- 
cal activities.  One  of  the  recommendations  which  resulted  from 
this  GAO  review  was  that  the  Department  develop  and  implement 
a  plan  to  place  telephone  service  in  patients  rooms.  See  "VA 
HEALTHCARE  Telephone  Service  Should  Be  More  Accessible  to 
Patients"  GAO/HRD-91-110  (attached). 
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On  October  2,  1991,  in  response  to  this  report,  I  informed  Senator 
Murkowski  that  I  agreed  with  the  GAO  conclusion  to  place  tele- 
phones in  VA  patients'  rooms  and  that  Veterans  Health  Adminis- 
tration (VHA)  was  developing  a  plan  to  do  so.  VHA  has  since  draft- 
ed a  budget  initiative  to  fund  the  installation  of  such  phone  service 
commencing  in  FY  1994  and  continuing  for  5  fiscal  years.  The  initi- 
ative will  be  considered  during  the  formulation  of  the  Depart- 
ment's 1994  budget  along  with  other  program  enhancements. 
Therefore,  the  demonstration  projects  would  not  serve  their  stated 
purpose,  to  assist  me  in  deciding  whether  bedside  phones  should  be 
available  throughout  the  system,  as  this  determination  has  already 
been  made. 

Additionally,  S.  2715  would  interfere  with  the  Department's  abil- 
ity to  most  efficiently  allocate  its  resources.  We  estimate  that  im- 
plementation of  the  bill  will  cost  VA  $1.9  million  in  FY  1993.  As 
discussed,  several  of  the  current  bedside  phone  systems  have  been 
obtained  with  donated  funds.  However,  we  have  no  guarantees  that 
sufficient  donations  could  be  obtained  for  the  Philadelphia  and 
Tucson  projects.  Further,  all  of  the  funds  available  for  patient 
phones  in  VA's  telephone  equipment  account  have  been  designated 
for  other  projects.  Hence,  if  the  Department  does  not  receive  dona- 
tions sufficient  to  cover  the  Philadelphia  and  Tucson  projects  then 
VA  would  have  to  use  monies  already  designated  for  bedside  phone 
service  at  other  VAMCs.  Additionally,  if  the  Philadelphia  and 
Tucson  phone  systems  had  to  be  fully  funded  from  the  telephone 
equipment  account,  then  as  many  as  10  to  15  other  such  projects 
would  be  adversely  impacted  by  the  diversion  of  funds  due  to  the 
high  installation  costs  at  those  two  facilities. 

Installation  at  these  two  facilities  would  cost  $2,000  per  tele- 
phone, because  neither  their  telephone  switches  nor  wiring  can 
support  the  additional  service.  This  cost  estimate  assumes  that  the 
bedside  phones  will  be  installed  concurrent  with  a  normally  sched- 
uled switch  replacement,  which  involves  upgrading  a  facility's 
entire  phone  system.  Thus,  the  $2,000  per  telephone  figure  is  de- 
rived by  dividing  the  total  installation  cost  by  the  number  of 
phones  at  a  facility,  usually  several  thousand. 

However,  if  VA  were  to  install  only  patient  phones  at  a  given 
VAMC,  then  the  per  unit  cost  could  increase  by  several  fold  as  the 
total  amount  for  installation  would  be  divided  by  several  hundred, 
not  several  thousand  phones.  Hence,  compelling  the  Department  to 
install  bedside  phones  at  Philadelphia  and  Tucson  prior  to  the 
scheduled  switch  replacement  would  cause  VA's  per  unit  costs  to 
increase  drastically.  In  contrast,  installation  at  a  facility  where  the 
current  switch  and  wiring  can  support  the  additional  phones  would 
be  $250.00  per  telephone. 

If  the  Department  waited  until  the  scheduled  switch  replace- 
ments at  these  VAMCs  to  commence  installation,  then  it  would  be 
impossible  to  complete  the  demonstration  projects  within  the  time 
limits  of  S.  2715.  Consequently,  the  bill  would  require  the  Depart- 
ment to  pursue  to  costlier  route  of  installation  prior  to  the  sched- 
uled switch  replacement. 

We  include  the  following  cost  estimate  for  enacting  S.  2715. 
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[In  million  of  dollars] 


Fiscal  years:  Amount 

1993   1.900 

1994   2.110 

1995   2.221 

1996   2.332 

1992   2.442 

1988   2.554 


The  Office  of  Management  and  Budget  advises  that  there  is  no 
objection  from  the  standpoint  of  the  Administration's  program  to 
the  submission  of  this  report  on  S.  2715  to  the  Congress. 
Sincerely  yours, 

Edward  J.  Derwinski. 

Enclosures. 

Changes  in  Existing  Law  Made  by  S.  2575  as  Reported 

In  compliance  with  paragraph  12  of  rule  XXVI  of  the  Standing 
Rules  of  the  Senate,  changes  in  existing  law  made  by  the  bill,  as 
reported,  are  shown  as  follows  (existing  law  proposed  to  be  omitted 
is  enclosed  in  black  brackets,  new  matter  is  printed  in  italic,  exist- 
ing law  in  which  no  change  is  proposed  is  shown  in  roman): 

title  10— united  states  code 

Subtitle  A — General  Military  Law 
PART  II— PERSONNEL 

******* 

CHAPTER  55— MEDICAL  AND  DENTAL  CARE 

Sec. 

1071.  Purpose  of  this  chapter. 

******* 
1107.  Procurement  of  drugs  and  biologicals  through  depots. 

******* 

§  1107,  Procurement  of  drugs  and  biologicals  through  depots 

(a)  In  General— (1)  The  Secretary  of  Defense  may  enter  into 
agreements  with  manufacturers  referred  to  in  paragraph  (2)  under 
which  agreements  the  Secretary  of  Defense  and  such  manufacturers 
shall  determine  the  price  of  drugs  and  biologicals  manufactured  by 
such  manufacturers  and  available  for  purchase  through  depots  of 
the  Department  of  Defense. 

(2)  The  manufacturers  referred  to  in  paragraph  (1)  are  any  manu- 
facturers of  drugs  or  biologicals  that  have  entered  into  an  agree- 
ment with  the  Administrator  of  the  General  Services  Administra- 
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tion  with  respect  to  such  drugs  or  hiologicals  under  section  1001  of 
the  Federal  Property  and  Administrative  Services  Act  of  1949. 

(h)  Procurement  of  Drugs  and  BiOLOGiCALS.—The  Secretary  of 
Defense  may  procure  for  any  facility  of  the  uniformed  services  any 
drug  or  biological  that  is  subject  to  an  agreement  under  this  section. 

(c)  Prices. — (1)  Subject  to  subsection  (d),  the  price  under  an  agree- 
ment under  this  section  of  a  covered  drug  or  biological  that  was  the 
subject  of  a  contract  for  procurement  by  the  Department  of  Defense 
through  a  depot  on  September  1,  1990,  shall  be  as  follows: 

(A)  During  the  1-year  period  beginning  on  the  effective  date  of 
the  agreement,  the  price  shall  be  an  amount  no  greater  than  .  76 
multiplied  by  an  amount  equal  to — 

(i)  in  the  case  of  a  drug  or  biological  whose  Federal  aver- 
age price  differential  (as  determined  under  subsection 
(h)(6)(A))  is  positive — 

(I)  the  Federal  average  manufacturer  price  of  the 
drug  or  biological  for  the  most  recent  12-month  period 
before  such  effective  date  for  which  data  used  to  calcu- 
late such  price  are  available  (based  on  reports  of  such 
price  to  the  Secretary  of  Defense  by  the  manufacturer), 
minus 

(II)  the  additional  price  discount  amount  (as  deter- 
mined under  subsection  (h)(1)(A));  or 

(ii)  in  the  case  of  a  drug  or  biological  whose  Federal  aver- 
age price  differential  (as  determined  under  subsection 
(h)(6)(A))  is  not  positive,  the  Federal  average  manufacturer 
price  of  the  drug  or  biological  for  the  most  recent  12-month 
period  before  such  effective  date  for  which  data  used  to  cal- 
culate such  price  are  available  (as  so  based). 

(B)  During  a  succeeding  l-year  period  (including  a  1-year 
period  that  succeeds  a  succeeding  1-year  period),  the  price  may 
not  exceed  the  price  of  the  drug  or  biological  during  the  preced- 
ing 1-year  period  increased  by  the  same  percentage  as  the  in- 
crease in  the  price  index  during  the  most  recent  12-month 
period  before  the  commencement  of  such  succeeding  1-year 
period  for  which  price  index  data  are  available. 

(2)  Subject  to  subsection  (d),  the  price  under  an  agreement  under 
this  section  of  a  covered  drug  or  biological  that  was  not  the  subject 
of  a  contract  referred  to  in  paragraph  (1)  on  September  1,  1990,  but 
was  approved  by  the  Administrator  of  the  Food  and  Drug  Adminis- 
tration on  or  before  the  date  of  the  enactment  of  this  Act,  shall  be 
as  follows: 

(A)  During  the  1-year  period  beginning  on  the  effective  date  of 
the  agreement — 

(i)  in  the  case  of  a  drug  or  biological  for  which  data  that 
is  available  before  the  effective  date  of  the  agreement  per- 
mits the  calculation  of  Federal  average  manufacturer  price 
for  at  least  15  months,  the  price  shall  be  an  amount  no 
greater  than  .  76  multiplied  by  an  amount  equal  to — 

(I)  in  the  case  of  a  drug  or  biological  whose  Federal 
average  price  differential  (as  determined  under  subsec- 
tion (h)(6)(A))  is  positive — 

(aa)  the  Federal  average  manufacturer  price  of 
the  drug  or  biological  for  the  most  recent  12-month 
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period  before  such  effective  date  for  which  data 
used  to  calculate  such  price  are  available  (based  on 
reports  of  such  price  to  the  Secretary  of  Defense  by 
the  manufacturer),  minus 

(bb)  the  additional  price  discount  amount  (as  de- 
termined under  subsection  (h)(1)(A));  or 
(II)  in  the  case  of  a  drug  or  biological  whose  Federal 
average  price  differential  (as  determined  under  subsec- 
tion (hX6)(A))  is  not  positive,  the  Federal  average  man- 
ufacturer price  of  the  drug  or  biological  for  the  most 
recent  12-month  period  before  such  effective  date  for 
which  data  used  to  calculate  such  price  are  available 
(as  so  based);  or 
(ii)  in  the  case  of  a  drug  or  biological  for  which  such 
data  does  not  permit  the  calculation  of  Federal  average 
manufacturer  price  for  as  many  months,  the  price  shall  be 
an  amount  no  greater  than  .76  multiplied  by  an  amount 
equal  to — 

(I)  in  the  case  of  a  drug  or  biological  whose  Federal 
average  price  differential  (as  determined  under  subsec- 
tion (h)(6)(B))  is  positive — 

(aa)  the  Federal  average  manufacturer  price  of 
the  drug  or  biological  for  the  period  beginning  on 
the  first  day  of  the  month  next  following  the 
month  in  which  marketing  of  the  drug  or  biologi- 
cal begins  and  ending  on  the  last  day  of  the  last 
month  before  the  effective  date  of  the  agreement 
for  which  price  data  are  available  (as  so  based), 
minus 

(bb)  the  additional  price  discount  amount  (as  de- 
termined under  subsection  (h)(1)(B));  or 

(II)  in  the  case  of  a  drug  or  biological  whose  Federal 
average  price  differential  (as  determined  under  subsec- 
tion (h)(6)(B))  is  not  positive,  the  Federal  average  manu- 
facturer price  of  the  drug  or  biological  for  the  period 
beginning  on  the  first  day  of  the  month  next  following 
the  month  in  which  marketing  of  the  drug  or  biologi- 
cal begins  and  ending  on  the  last  day  of  the  last  month 
before  the  effective  date  of  the  agreement  for  which 
price  data  are  available  (as  so  based). 

(B)  During  a  succeeding  1-year  period  (including  a  1-year 
period  that  succeeds  a  succeeding  1-year  period),  the  price  may 
not  exceed  the  price  of  the  drug  or  biological  during  the  preced- 
ing 1-year  period,  increased  by  the  same  percentage  as  the  in- 
crease in  the  price  index  during  such  the  most  recent  12-month 
period  before  the  commencement  of  such  succeeding  1-year 
period  for  which  price  index  data  are  available. 
(3)  Subject  to  subsection  (d),  the  price  under  an  agreement  under 
this  section  of  a  covered  drug  or  biological  that  is  approved  by  the 
Administrator  of  the  Food  and  Drug  Administration  after  the  date 
of  the  enactment  of  this  Act,  shall  be  as  follows: 

(A)  During  the  1-year  period  beginning  on  the  effective  date  of 
the  agreement — 
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(i)  in  the  case  of  a  drug  or  biological  for  which  data  that 
is  available  before  the  effective  date  of  the  agreement  per- 
mits the  calculation  of  Federal  average  manufacturer  price 
for  at  least  15  months,  the  price  shall  be  an  amount  no 
greater  than  .  76  multiplied  by  an  amount  equal  to — 

(I)  in  the  case  of  a  drug  or  biological  whose  Federal 
average  price  differential  (as  determined  under  subsec- 
tion (h)(6)A))  is  positive — 

(aa)  the  Federal  average  manufacturer  price  of 
the  drug  or  biological  for  the  most  recent  12-month 
period  before  such  effective  date  for  which  data 
used  to  calculate  such  price  are  available  (based  on 
reports  of  such  price  to  the  Secretary  of  Defense  by 
the  manufacturer),  minus 

(bb)  the  additional  price  discount  amount  (as  de- 
termined under  subsection  (h)(1)(A));  or 

(II)  in  the  case  of  a  drug  or  biological  whose  Federal 
average  price  differential  (as  determined  under  subsec- 
tion (h)(6)(A))  is  not  positive,  the  Federal  average  man- 
ufacturer price  of  the  drug  or  biological  for  the  most 
recent  12-month  period  before  such  effective  date  for 
which  data  used  to  calculate  such  price  are  available 
(as  so  based);  or 

(ii)  in  the  case  of  a  drug  or  biological  for  which  such 
data  does  not  permit  the  calculation  of  Federal  average 
manufacturer  price  for  as  many  months,  the  price  shall  be 
an  amount  no  greater  than  .76  multiplied  by  an  amount 
equal  to  the  Federal  average  manufacturer  price  of  the 
drug  or  biological  (as  so  based)  for  the  period  beginning  on 
the  first  day  of  the  month  next  following  the  month  in 
which  marketing  of  the  drug  or  biological  begins  and 
ending  on  the  last  day  of  the  last  month  before  such  effec- 
tive date  for  which  such  data  are  available. 

(B)  During  a  succeeding  1-year  period  (including  a  1-year 
period  that  succeeds  a  succeeding  1-year  period),  the  price  may 
not  exceed  the  price  of  the  drug  or  biological  during  the  preced- 
ing 1-year  period,  increased  by  the  same  percentage  as  the  in- 
crease in  the  price  index  during  such  the  most  recent  12-month 
period  before  the  commencement  of  such  succeeding  1-year 
period  for  which  price  index  data  are  available, 
(i)  Subject  to  subsection  (d),  the  price  under  an  agreement  under 
this  section  of  a  covered  drug  or  biological  whose  price  was  deter- 
mined under  paragraph  (1),  (2),  or  (3),  or  under  this  paragraph,  pur- 
suant to  an  agreement  that  is  expiring,  shall  be  as  follows: 

(A)  During  the  1-year  period  beginning  on  the  effective  date  of 
the  agreement,  the  price  may  not  exceed  the  price  of  the  drug  or 
biological  under  the  expiring  agreement  during  the  1-year 
period  beginning  on  the  effective  date  of  the  expiring  agreement 
increased  by  the  same  percentage  as  the  increase  in  the  price 
index  during  the  period  beginning  on  the  effective  date  of  the 
expiring  agreement  and  ending  on  the  last  day  of  the  last 
month  before  the  effective  date  of  the  agreement  under  this  sub- 
section for  which  price  index  data  are  available. 
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(B)  During  a  succeeding  1-year  period  (including  a  l-year 
period  that  succeeds  a  succeeding  1-year  period),  the  price  may 
not  exceed  the  price  of  the  drug  or  biological  during  the  preced- 
ing 1-year  period,  increased  by  the  same  percentage  as  the  in- 
crease in  the  price  index  during  the  most  recent  12-month 
period  before  the  commencement  of  such  succeeding  1-year 
period  for  which  price  index  data  are  available. 
(5)  The  price  under  an  agreement  under  this  section  of  a  drug  or 
biological  (other  than  a  covered  drug  or  biological)  shall  be  jointly 
determined  by  the  Secretary  of  Defense  and  the  manufacturer  of  the 
drug  or  biological. 

(d)  Excess  Price. — (1)  In  entering  into  an  agreement  under  para- 
graphs (1),  (2),  (3),  or  (4)  of  subsection  (c)  for  the  depot  price  of  a 
drug  or  biological,  the  Secretary  of  Defense  may  provide  for  a  price 
of  a  drug  or  biological  during  the  1-year  period  beginning  on  the  ef- 
fective date  of  the  agreement  that  is  nominally  in  excess  (as  deter- 
mined by  that  Secretary)  of  the  price  that  would  be  determined  for 
the  drug  or  biological  during  that  period  under  that  paragraph  if 
that  Secretary  determines  that  such  excess  price  is  in  the  best  inter- 
ests of  the  Department  of  Defense. 

(2)  If  the  Secretary  of  Defense  exercises  the  authority  under  this 
subsection  to  establish  an  excess  price  with  respect  to  the  price  of  a 
drug  or  biological  during  a  1-year  period,  the  determination  of  the 
amount  of  the  increase  in  the  price  of  the  drug  or  biological  for  the 
succeeding  1-year  period,  if  any,  shall  be  based  on  such  excess  price. 

(e)  Entry  into  Agreements. — (1)  Except  as  provided  in  para- 
graph (2),  the  Secretary  of  Defense  shall  enter  into  agreements  with 
manufacturers  under  this  section  not  later  than  the  later  of— 

(A)  6  months  after  the  date  of  the  enactment  of  this  section; 

or 

(B)  30  days  after  that  Secretary  notifies  the  manufacturers  of 
that  Secretary's  intention  to  enter  into  such  agreements. 

(2)  In  the  case  of  a  drug  or  biological  that  is  first  marketed  after 
the  date  that  is  5  months  after  the  date  of  the  enactment  of  this 
section,  the  Secretary  of  Defense  shall  enter  into  an  agreement  re- 
ferred to  in  paragraph  (1)  not  later  than  the  later  of— 

(A)  3  months  after  the  date  such  marketing  begins;  or 

(B)  30  days  after  that  Secretary  notifies  the  manufacturer  of 
that  Secretary's  intention  to  enter  into  such  an  agreement. 

(f)  Term  of  Agreement. — The  Secretary  of  Defense  shall  deter- 
mine the  term  of  any  agreement  entered  into  by  that  Secretary  and  a 
manufacturer  under  this  section. 

(g)  Reports  on  Prices. — (1)(A)  The  manufacturer  of  a  covered 
drug  or  biological  whose  price  is  determined  by  an  agreement  under 
this  section  shall  report  to  the  Secretary  of  Defense  the  Federal  aver- 
age manufacturers  price  of  the  drug  or  biological  during  each  calen- 
dar quarter  in  which  the  agreement  is  in  force.  The  manufacturer 
shall  report  such  price  not  more  than  30  days  after  the  expiration  of 
a  covered  quarter. 

(B)  The  report  required  under  subparagraph  (A)  shall  be  in  addi- 
tion to  the  reports  required  under  clauses  (i)(I)  and  (ii)  of  subsection 
(c)(1)(A),  subclauses  (I)(aa)  and  (II)  of  subsection  (c)(2)(A)(i),  sub- 
clauses (I)(aa)  and  (II)  of  subsection  (c)(3)(A)(i),  and  subsection 
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(c)(3)(A)(ii).  The  reports  required  under  such  subparagraphs  shall  he 
submitted  upon  the  request  of  the  Secretary  of  Defense. 

(2)  The  Secretary  of  Defense  may  impose  a  civil  monetary  penalty 
in  an  amount  equal  to  $10,000  on  any  manufacturer  that  fails  to 
report  the  information  required  under  paragraph  (1)  on  a  timely 
basis.  Such  amount  shall  be  paid  to  the  Treasury.  The  amount  of 
the  penalty  shall  be  increased  by  $10,000  for  each  day  in  which  such 
information  has  not  been  reported,  and  such  amount  shall  be  paid 
to  the  Treasury.  If  such  information  with  respect  to  a  drug  or  bio- 
logical is  not  reported  within  90  days  of  the  deadline  imposed,  the 
Secretary  of  Defense  may  prohibit  the  purchase  of  the  drug  or  bio- 
logical through  the  supply  schedule  or  Department  depots  after  the 
end  of  such  90-day  period  and  until  the  date  such  information  is 
reported  but  in  no  case  shall  such  prohibition  be  for  a  period  of  less 
than  30  daysr. 

(3)  Any  manufacturer  that  knowingly  reports  false  information  to 
the  Secretary  of  Defense  under  subparagraph  (A)  of  paragraph  (1)  or 
the  provisions  of  law  referred  to  in  subparagraph  (B)  of  such  para- 
graph is  subject  to  a  civil  monetary  penalty  in  an  amount  not  to 
exceed  $100,000  for  each  item  of  false  information  reported.  Such 
amount  shall  be  paid  to  the  Treasury. 

(4)  The  civil  money  penalties  described  in  paragraphs  (2)  and  (3) 
are  in  addition  to  other  penalties  as  may  be  prescribed  by  law. 

(5)  In  order  to  determine  the  accuracy  of  the  price  of  a  covered 
drug  or  biological  that  is  reported  to  the  Secretary  of  Defense  under 
the  provisions  of  law  referred  to  in  paragraph  (3),  the  Secretary  of 
Defense  may  audit — 

(A)  the  relevant  records  of  any  manufacturer  of  a  covered 
drug  or  biological  that  is  the  subject  of  an  agreement  under  this 
section;  and 

(B)  the  relevant  records  of  any  wholesaler  that  distributes 
such  a  drug  or  biological. 

(6)  All  information  contained  in  a  report  submitted  to  the  Secre- 
tary of  Defense  under  this  section  by  a  manufacturer  shall  remain 
confidential. 

(h)  Definitions. — In  this  section: 

(1)  The  term  "additional  price  discount  amount  in  the  case 
of  the  price  of  a  drug  or  biological  whose  price  is  established 
under  an  agreement  under  this  subchapter,  means — 

(A)  in  the  case  of  a  drug  or  biological  for  which  data 
that  is  available  before  the  effective  date  of  the  agreement 
permits  the  calculation  of  Federal  average  manufacturer 
price  for  at  lease  15  months,  the  amount  of  the  difference, 
if  any,  between — 

(i)  the  Federal  average  price  differential  (or  deter- 
mined under  paragraph  (6)(A));  and 

(ii)  the  amount  equal  to — 

(I)  the  Federal  average  manufacturer  price  of  the 
drug  or  biological  for  the  3-month  period  ending 
on  the  date  that  is  12  months  before  the  last  day  of 
the  last  month  before  the  effective  date  of  the 
agreement  for  which  price  index  data  and  price 
data  for  the  drug  or  biological  are  available,  mul- 
tiplied by 
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(II)  the  percentage  increase  in  the  price  index 
during  that  12-month  period;  or 
(B)  in  the  case  of  a  drug  or  biological  for  which  such 
data  does  not  permit  the  calculation  of  that  price  for  as 
many  months,  the  amount  of  the  difference,  if  any,  be- 
tween— 

(i)  the  Federal  average  price  differential  (as  deter- 
mined under  paragraph  (6)(B));  and 

(ii)  an  amount  equal  to — 

(I)  the  Federal  average  manufacturer  price  of  the 
drug  or  biological  for  the  3-month  period  begin- 
ning on  the  first  day  of  the  month  next  following 
the  month  in  which  marketing  of  the  drug  or  bio- 
logical begins,  multiplied  by 

(II)  the  percentage  increase  in  the  price  index 
during  the  period  beginning  on  such  day  and 
ending  on  the  last  day  of  the  last  month  before  the 
effective  date  of  the  agreement  for  which  price 
index  data  are  available. 

(2)  The  term  '^covered  drug  or  biological"  means— 

(A)  any  drug  marketed  under  a  new  drug  application  ap- 
proved by  the  Secretary  Health  and  Human  Services  under 
section  505  of  the  Federal  Food,  Drug,  and  Cosmetic  Act  (21 
U.Sa  355);  and 

(B)  any  biological  marketed  under  a  product  licensing  ap- 
plication approved  by  the  Administrator  of  the  Food  and 
Drug  Administration  pursuant  to  section  351  of  the  Public 
Health  Service  Act  (42  U.S.C  262). 

(3)  The  term  ^^depot"  n^eans  a  centralized  commodity  manage- 
ment system  operated  by  the  Department  of  Defense  through 
which  drugs  and  biologicals  procured  for  the  use  of  entities  of 
the  Department  of  Defense  are — 

(A)  received,  stored,  and  delivered  through — 

(i)  a  warehouse  system  under  the  jurisdiction  and  op- 
eration of  the  Department  of  Defense;  or 

(ii)  a  commercial  entity  operating  under  contract 
with  the  Department  of  Defense;  or 

(B)  delivered  directly  from  the  manufacturer  to  the  entity 
using  the  drugs  or  biologicals. 

(4)  The  term  ''depot  price  '  means  the  price  of  a  drug  or  bio- 
logical under  an  agreement  between  the  Secretary  of  Defense 
and  the  manufacturer  of  the  drug  or  biological  to  determine  the 
price  of  the  drug  or  biological  for  purchase  through  depots. 

(5)  The  term  'Federal  average  manufacturer  price',  with  re- 
spect to  a  covered  drug  or  biological  and  a  specified  period  of 
time,  means  the  weighted  average  price  of  a  single  form  and 
dose  unit  of  the  drug  or  biological  that  is  paid  to  the  manufac- 
turer of  the  drug  or  biological,  taking  into  account  any  cash 
discounts  or  similar  price  reductions,  during  that  period  by 
wholesalers  (other  than  a  price  paid  by  the  Federal  Govern- 
ment). 

(6)  The  term  'Federal  average  price  differential",  with  respect 
to  a  covered  drug  or  biological  whose  price  is  established  under 
an  agreement  under  this  subchapter,  means — 
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(A)  in  the  case  of  a  drug  or  biological  for  which  data 
that  is  available  before  the  effective  date  of  the  agreement 
permits  the  calculation  of  Federal  average  manufacturer 
price  for  at  least  15  months — 

(i)  the  Federal  average  manufacturer  price  of  the 
drug  or  biological  during  the  S-month  period  ending  on 
the  last  day  of  the  last  month  before  the  effective  date 
of  the  agreement  for  which  price  data  and  price  index 
data  are  available,  minus 

(ii)  the  Federal  average  manufacturer  price  of  the 
drug  biological  during  the  3-month  period  ending  on 
the  date  that  is  1  year  before  the  ending  of  such  3- 
month  period;  or 

(B)  in  the  case  of  a  drug  or  biological  for  which  such 
data  does  not  permit  the  calculation  of  that  price  for  as 
many  months — 

(i)  the  Federal  average  manufacturer  price  of  the 
drug  or  biological  during  the  3-month  period  ending  on 
the  last  day  of  the  last  month  before  effective  date  of 
the  agreement  for  which  price  data  and  price  index 
data  are  available,  minus 

(ii)  the  Federal  average  manufacturer  price  of  the 
drug  or  biological  during  the  3-month  period  beginning 
on  the  first  day  of  the  first  month  next  following  the 
month  in  which  market  of  the  drug  or  biological 
begins. 

(7)  The  term  ''manufajcturer'\  with  respect  to  a  drug  or  biolog- 
ical, means — 

(A)  an  entity  that  both  manufacturers  and  distributes  the 
drug  or  biological;  or 

(B)  if  no  such  entity  exists,  an  entity  that  distributes  the 
drug  or  biological. 

the  Term  does  not  include  a  wholesale  distributor  or  drugs  or 
biologicals,  a  retail  pharmacy  licensed  under  State  law,  or  a 
practitioner  licensed  under  State  law  and  authorized  to  dis- 
pense drugs  and  bilogicals. 

(8)  The  term  ''price  index "  means  the  Producer  Price  Index — 
Finished  Goods  published  monthly  by  the  Bureau  of  Labor  Sta- 
tistics. 

(9)  The  term  ''weighted  average  price*\  with  respect  to  a  cov- 
ered drug  or  biological  and  a  specified  period  of  time  means — 

(A)  the  sum  of  the  products  of— 

(i)  the  average  price  per  unit  of  each  package  quanti- 
ty of  the  drug  or  biological  sold  during^e  period,  and 

(ii)  the  number  of  units  of  the  drug  or  biological  sold 
at  the  average  price,  divided  by 

(B)  the  total  number  of  units  of  the  drug  or  biological 
sold  during  the  period. 
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TITLE  38— UNITED  STATES  CODE 


PART  II— GENERAL  BENEFITS 

«  4c  «  «  4:  «  « 

CHAPTER  17— HOSPITAL,  NURSING  HOME,  DOMICILIARY, 
AND  MEDICAL  CARE 

SUBCHAPTER  II — HOSPITAL,  NURSING  HOME  OR  DOMICILIARY  CARE  AND  MEDICAL 

TREATMENT 

1710.  Eligibility  for  hospital,  nursing  home,  and  domiciliary  care. 

1711.  Care  during  examinations  and  in  emergencies. 

1712.  Eligibility  for  outpatient  services. 

1712A.  Eligibility  for  readjustment  counseling  and  related  mental  health  services. 
1712B.  Counseling  for  former  prisoners  of  war. 

1713.  Medical  care  for  survivors  and  dependents  of  certain  veterans. 

1714.  Fitting  and  training  in  use  of  prosthetic  appliances;  seeing-eye  dogs. 

1715.  Tobacco  for  hospitalized  veterans. 

1716.  Hospital  care  by  other  agencies  of  the  United  States. 

1717.  Home  health  services;  invalid  lifts  and  other  devices. 

1718.  Therapeutic  and  rehabilitative  activities. 

1719.  Repair  or  replacement  of  certain  prosthetic  and  other  appliances. 

1720.  Transfers  for  nursing  home  care;  adult  day  health  care. 

1720A.  Treatment  and  rehabilitation  for  alcohol  or  drug  dependence  or  abuse  dis- 
abilities. 
1720B.  Respite  care. 

1720C.  Noninstitutional  alternatives  to  nursing  home  care;  pilot  program. 
1720D.  Health  care  through  rural  clinics. 

******* 

[SUBCHAPTER  VII — PREVENTIVE  HEALTH-CARE  SERVICES  PILOT  PROGRAM 

[1761.  Purpose 
[1762.  Definition. 

[1763.  Preventive  health-care  services. 
[1764.  Report.] 

SUBCHAPTER  I— GENERAL 

§  1701.  Definitions 

For  the  purposes  of  this  chapter — 
*  #  * 

******* 

(6)  The  term  ''medical  services"  includes,  in  addition  to  medical 
examination,  treatment,  and  rehabilitative  services— 

(A)(i)  surgical  services,  dental  services  and  appliances  as  de- 
scribed in  sections  1710  and  1712  of  this  title,  optometric  and 
podiatric  services  (in  the  case  of  a  person  otherwise  receiving 
care  or  services  under  this  chapter),  preventive  [health-care 
services  as  defined  in  section  1762  of  this  title,]  health  serv- 
ices, and  (except  under  the  conditions  described  in  section 
1712(aX5)(A)  of  this  title),  wheelchairs,  artificial  limbs,  trusses, 
and  similar  appliances,  special  clothing  made  necessary  by  the 
wearing  of  prosthetic  appliances,  and  such  other  supplies  or 
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services  as  the  Secretary  determines  to  be  reasonable  and  nec- 
essary, and  (ii)  travel  and  incidental  expenses  pursuant  to  the 
provisions  of  section  111  of  this  title;  and 

(B)(i)  such  consultation,  professional  counseling,  training, 
and  mental  health  services  as  are  necessary  in  connection  with 
the  treatment — 

(I)  of  the  service-connected  disability  of  a  veteran  pursu- 
ant to  section  1712(a)  of  this  title,  and 

(II)  in  the  discretion  of  the  Secretary,  of  the  non-service- 
connected  disability  of  a  veteran  eligible  for  treatment 
under  section  1712(a)(5)(B)  of  this  title  where  such  services 
were  initiated  during  the  veteran's  hospitalization  and  the 
provision  of  such  services  on  an  outpatient  basis  is  essen- 
tial to  permit  the  discharge  of  the  veteran  from  the  hospi- 
tal, 

for  the  members  of  the  immediate  family  or  legal  guardian  of 
a  veteran,  or  the  individual  in  whose  household  such  veteran 
certifies  an  intention  to  live,  as  may  be  essential  to  the  effec- 
tive treatment  and  rehabilitation  of  the  veteran  (including, 
under  the  terms  and  conditions  set  forth  in  section  111  of  this 
title,  travel  and  incidental  expenses  of  such  family  member  or 
individual  in  the  case  of  a  veteran  who  is  receiving  care  for  a 
service-connected  disability,  or  in  the  case  of  a  dependent  or 
survivor  of  a  veteran  receiving  care  under  the  last  sentence  of 
section  1713(b)  of  this  title);  and 

(ii)  in  the  case  of  an  individual  who  was  a  recipient  of  serv- 
ices under  subclause  (i)  of  this  clause  at  the  time  of— 

(I)  the  unexpected  death  of  the  veteran;  or 

(II)  the  death  of  the  veteran  while  the  veteran  was  par- 
ticipating in  a  hospice  program  (or  a  similar  program)  con- 
ducted by  the  Secretary, 

such  counseling  services,  for  a  limited  period,  as  the  Secretary 
determines  to  be  reasonable  and  necessary  to  assist  such  indi- 
vidual with  the  emotional  and  psychological  stress  accompany- 
ing the  veteran's  death. 
For  the  purposes  of  this  paragraph,  a  dependent  or  survivor  of  a 
veteran  receiving  care  under  the  last  sentence  of  section  1713(b)  of 
this  title  shall  be  eligible  for  the  same  medical  services  as  a  veter- 
an. 

******* 

(A)  periodic  medical  and  dental  examinations  (including 
screening  for  high  blood  pressure,  glaucoma,  high  cholesterol, 
and  colorectal  and  gender-specific  cancers); 

(B)  patient  health  education  (including  education  relating  to 
nutrition,  stress  management,  physical  fitness,  and  stopping 
smoking); 

(C)  maintenance  of  drug  use  profiles,  patient  drug  monitoring, 
and  drug  utilization  education; 

(D)  mental  health  preventive  services; 

(E)  substance  abuse  preventive  measures; 

(F)  immunizations  against  infections  disease; 

(G)  prevention  of  musculoskeletal  deformity  or  other  gradual- 
ly developing  disabilities  of  a  metabolic  or  degenerative  nature; 
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(H)  genetic  counseling  concerning  inheritance  of  genetically 
determined  diseases; 

(I)  routine  vision  testing  and  eye  care  services; 

(J)  periodic  reexamination  of  members  of  likely  target  popula- 
tions (high-risk  groups)  for  selected  diseases  and  for  functional 
decline  of  sensory  organs,  together  with  attendant  appropriate 
remedial  intervention;  and 

(K)  such  other  health-care  services  as  the  Secretary  may  deter- 
mine to  be  necessary  to  provide  effective  and  economical  preven- 
tive health  care. 

******* 

SUBCHAPTER  II— HOSPITAL,  NURSING  HOME  OR 
DOMICILIARY  CARE  AND  MEDICAL  TREATMENT 

******* 

§  1718.  Therapeutic  and  rehabilitative  activities 

(a)  *  *  * 

******* 

(G)(1)  Neither  a  veteran's  participation  in  a  program  of  rehabilita- 
tive services  that  is  provided  as  part  of  the  veteran 's  care  furnished 
by  a  State  home  and  is  approved  by  the  Secretary  as  conforming  ap- 
propriately to  standards  for  activities  carried  out  under  this  section 
nor  a  veteran's  receipt  of  payment  as  a  result  of  such  participation 
may  be  considered  as  a  basis  for  the  denial  or  discontinuance  of  a 
rating  of  total  disability  for  purposes  of  compensation  or  pension 
based  on  the  veteran's  inability  to  secure  or  follow  a  substantially 
gainful  occupation  as  a  result  of  disability. 

(2)  A  payment  made  to  a  veteran  under  a  program  of  rehabilita- 
tive services  described  in  paragraph  (1)  shall  be  considered  for  the 
purposes  of  chapter  15  of  this  title  to  be  a  donation  from  a  public  or 
private  relief  or  welfare  organization. 

§  1720B.  Respite  care 

(a)  *  *  * 

******* 

[(c)  The  authority  provided  by  this  section  terminates  on  Sep- 
tember 30,  1992.] 

******* 

§  1720D,  Health  care  through  rural  clinics 

(a)  During  the  three-year  period  beginning  on  October  1,  1992,  the 
Secretary  shall  conduct  a  rural  health-care  clinic  program  in  States 
where  significant  numbers  of  veterans  reside  in  areas  geographically 
remote  from  existing  health-care  facilities  (as  determined  by  the  Sec- 
retary). The  Secretary  shall  conduct  the  program  in  accordance  with 
this  section. 
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(h)(1)  In  carrying  out  the  rural  health-care  clinic  program,  the 
Secretary  shall  furnish  medical  services  to  the  veterans  described  in 
subsection  (c)  through  use  of — 

(A)  mobile  health-care  clinics  equipped,  operated,  and  main- 
tained by  personnel  of  the  Department;  and 

(B)  other  types  of  rural  clinics,  including  part-time  stationary 
clinics  for  which  the  Secretary  contracts  and  part-time  station- 
ary clinics  operated  by  personnel  of  the  Department 

(2)  The  Secretary  shall  furnish  services  under  the  rural  health- 
care clinic  program  in  areas — 

(A)  that  are  more  than  100  miles  from  a  Department  general 
health-care  facility;  and 

(B)  that  are  less  than  100  miles  from  such  a  facility,  if  the 
Secretary  determines  that  the  furnishing  of  such  services  in 
such  areas  is  appropriate. 

(c)  A  veteran  eligible  to  receive  medical  services  through  rural 
health-care  clinics  under  the  program  is  any  veteran  eligible  for 
medical  services  under  section  1712  of  this  title. 

(d)  The  Secretary  shall  commence  operation  of  at  least  three  rural 
health-care  clinics  (at  least  one  of  which  shall  be  a  mobile  health- 
care clinic)  in  each  fiscal  year  of  the  program.  The  Secretary  may 
not  operate  more  than  one  mobile  health-care  clinic  under  the  au- 
thority of  this  section  in  any  State  in  any  such  fiscal  year. 

(e)  Not  later  than  December  31,  1996,  the  Secretary  shall  submit  to 
Congress  a  report  containing  an  evaluation  of  the  program.  The 
report  shall  include  the  following: 

(1)  A  description  of  the  program,  including  information  with 
respect  to — 

(A)  the  number  and  type  of  rural  health-care  clinics  oper- 
ated under  the  program; 

(B)  the  States  in  which  such  clinics  were  operated; 

(C)  the  medical  services  furnished  under  the  program,  in- 
cluding a  detailed  specification  of  the  cost  of  such  services; 

(D)  the  veterans  who  were  furnished  services  under  the 
program,  setting  forth  (i)  the  numbers  and  percentages  of 
the  veterans  who  had  service-connected  disabilities,  (ii)  of 
the  veterans  having  such  disabilities,  the  numbers  and  per- 
centages who  were  furnished  care  for  such  disabilities,  (Hi) 
the  ages  of  the  veterans,  (iv)  taking  into  account  the  veter- 
ans' past  use  of  Department  health-care  facilities,  an  analy- 
sis of  the  extent  to  which  the  veterans  would  have  received 
medical  services  from  the  Department  outside  the  program 
and  the  types  of  services  they  would  have  received,  and  (v) 
the  financial  circumstances  of  the  veterans;  and 

(E)  the  types  of  personnel  who  furnished  services  to  veter- 
ans under  the  program,  including  any  difficulties  in  the  re- 
cruitment or  retention  of  such  personnel. 

(2)  An  assessment  by  the  Secretary  of  the  cost-effectiveness 
and  efficiency  of  furnishing  medical  services  to  veterans 
through  various  types  of  rural  clinics  (including  mobile  health- 
care clinics  operated  under  the  pilot  program  conducted  pursu- 
ant to  section  113  of  the  Veterans '  Benefits  and  Services  Act  of 
1988  (Public  Law  100-322;  38  U.S.C.  1712  note)). 
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(3)  Any  plans  for  administration  action,  and  any  recommen- 
dations for  legislation,  that  the  Secretary  considers  appropriate, 
(f)  For  the  purposes  of  this  section,  the  term  ^'Department  gener- 
al health-care  facility^'  has  the  meaning  given  such  term  in  section 
1712A(i)(2)  of  this  title. 

******* 

SUBCHAPTER  IV— HOSPITAL  CARE  AND  MEDICAL  TREAT- 
MENT FOR  VETERANS  IN  THE  REPUBLIC  OF  THE  PHILIP- 
PINES 

******* 

§  1732.  Contracts  and  grants  to  provide  for  the  care  and  treatment 
of  United  States  veterans  by  the  Veterans  Memorial 
Medical  Center 

(a)  The  President,  with  the  concurrence  of  the  Republic  of  the 
Philippines,  may  authorize  the  Secretary  to  enter  into  contracts 
with  the  Veterans  Memorial  Medical  Center,  with  the  approval  of 
the  appropriate  department  of  the  Government  of  the  Republic  of 
the  Philippines,  covering  the  period  beginning  on  October  1,  1981, 
and  ending  on  [September  30,  1992,  J  December  31,  1996,  under 
which  the  United  States — 

(1)  will  provide  for  payments  for  hospital  care  and  medical 
services  (including  nursing  home  care)  in  the  Veterans  Memo- 
rial Medical  Center,  as  authorized  by  section  1724  of  this  title 
and  on  the  terms  and  conditions  set  forth  in  such  section,  to 
eligible  United  States  veterans  at  a  per  diem  rate  to  be  jointly 
determined  for  each  fiscal  year  by  the  two  Governments  to  be 
fair  and  reasonable;  and 

(2)  may  provide  that  payments  for  such  hospital  care  and 
medical  services  provided  to  eligible  United  States  veterans 
may  consist  in  whole  or  in  part  of  available  medicines,  medical 
supplies,  and  equipment  furnished  by  the  Secretary  to  the  Vet- 
erans Memorial  Medical  Center  at  valuations  therefor  as  deter- 
mined by  the  Secretary,  who  may  furnish  such  medicines,  med- 
ical supplies,  and  equipment  through  the  revolving  supply  fund 
pursuant  to  section  8121  of  this  title. 

******* 

SUBCHAPTER  V— PAYMENTS  TO  STATE  HOMES 
§  1741.  Criteria  for  payment 

(a)  *  *  * 

******* 

(e)  Subject  to  section  1743,  the  payment  of  per  diem  for  care  fur- 
nished in  a  State  home  facility  shall  commence  on  the  date  of  the 
completion  of  the  inspection  for  recognition  of  the  facility  under  sec- 
tion 1742(a)  of  this  title  if  the  Secretary  determines,  as  a  result  of 
that  inspection,  that  the  State  home  meets  the  standards  described 
in  such  section  1742(a). 
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[SUBCHAPTER  VII— PREVENTIVE  HEALTH-CARE  SERVICES 

PILOT  PROGRAM 

[§  1761.  Purpose 

[The  purpose  of  this  subchapter  is  to  provide  for  a  preventive 
health-care  services  pilot  program  in  order  to  help  (1)  ensure  the 
best  possible  health  care  for  certain  veterans  otherwise  being  fur- 
nished care  or  services  under  this  chapter,  including  veterans  with 
service-connected  disabilities  rated  at  50  per  centum  or  more  and 
veterans  being  furnished  care  or  services  involving  a  service-con- 
nected disability  under  this  chapter,  by  furnishing  to  such  veterans 
feasible  and  appropriate  preventive  health-care  services,  and  (2)  de- 
termine the  cost  effectiveness  and  medical  advantages  of  furnish- 
ing such  preventive  health-care  services. 

[§  1762.  Definition 

[For  the  purposes  of  this  subchapter,  the  term  ''preventive 
health-care  services"  means — 

[(1)  periodic  medical  and  dental  examinations; 

[(2)  patient  health  education  (including  nutrition  education); 

[(3)  maintenance  of  drug  use  profiles,  patient  drug  monitor- 
ing, and  drug  utilization  education; 

[(4)  mental  health  preventive  services; 

[(5)  substance  abuse  preventive  measures; 

[(6)  immunizations  against  infectious  disease; 

[(7)  prevention  of  musculoskeletal  deformity  or  other  gradu- 
ally developing  disabilities  of  a  metabolic  or  degenerative 
nature; 

[(8)  genetic  counseling  concerning  inheritance  of  genetically 
determined  diseases; 

[(9)  routine  vision  testing  and  eye  care  services; 

[(10)  periodic  reexamination  of  members  of  likely  target 
populations  (high-risk  groups)  for  selected  diseases  and  for 
functional  decline  of  sensory  organs,  together  with  attendant 
appropriate  remedial  intervention;  and 

[(11)  such  other  health-care  services  as  the  Secretary  may 
determine  to  be  necessary  to  provide  effective  and  economical 
preventive  health  care. 

[§  1763.  Preventive  health-care  services 

[(a)(1)  In  order  to  carry  out  the  purpose  of  this  subchapter,  the 
Secretary,  within  the  limits  of  Department  facilities  and  in  accord- 
ance with  regulations  which  the  Secretary  shall  prescribe,  shall, 
during  fiscal  years  1984  through  1988,  furnish  to  any  veteran  de- 
scribed in  section  1712(a)(1)(B)  of  this  title  otherwise  being  fur- 
nished care  or  services  under  this  chapter,  and  to  any  veteran  re- 
ceiving care  or  services  under  this  chapter  involving  a  service-con- 
nected disability,  such  preventive  health-care  services  as  the  Secre- 
tary determines  are  feasible  and  appropriate.  In  carrying  out  the 
pilot  program  under  this  subchapter,  the  Secretary  may  furnish 
such  preventive  health-care  services  to  any  other  veteran  described 
in  section  1712(a)Cl)(B)  of  this  title. 

[(2)  In  connection  with  preventive  health-care  services  furnished 
under  paragraph  (1)  of  this  subsection,  the  Secretary,  in  accordance 
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with  regulations  which  the  Secretary  shall  prescribe,  may  institute 
appropriate  controls  and  carry  out  foUowup  studies  (including  re- 
search) to  determine  the  medical  advantages  and  cost  effectiveness 
of  furnishing  such  preventive  health-care  services. 

[(b)  In  carrjdng  out  this  subchapter,  the  Secretary  shall  empha- 
size the  utilization  of  interdisciplinary  health-care  teams  composed 
of  various  professional  and  paraprofessional  personnel. 

[(c)  In  carrying  out  the  program  provided  for  in  this  subchapter, 
the  Secretary  may  not  expend  more  than  $10,000,000  in  fiscal  year 
1980,  more  than  $12,000,000  in  fiscal  year  1981,  more  than 
$13,000,000  in  fiscal  year  1982,  more  than  $14,000,000  in  fiscal  year 
1983,  or  more  than  $15,000,000  in  each  of  fiscal  years  1984  through 
1988. 

[§  1764.  Reports 

[The  Secretary  shall  include  in  the  annual  report  to  the  Con- 
gress for  each  of  fiscal  years  1984  through  1988  required  by  section 
529  of  this  title  a  comprehensive  report  on  the  administration  of 
this  subchapter,  including  such  recommendations  for  additional 
legislation  as  the  Secretary  considers  necessary.] 

******* 

PART  V— BOARDS,  ADMINISTRATIONS,  AND 
SERVICES 

******* 

CHAPTER  73— VETERANS  HEALTH  ADMINISTRATION- 
ORGANIZATION  AND  FUNCTIONS 

******* 

SUBCHAPTER  II— GENERAL  AUTHORITY  AND  ADMINISTRATION 

7311.  Quality  assurance. 

7312.  Special  medical  advisory  group. 

7313.  Advisory  committees:  affiliated  institutions. 

7314.  Geriatric  research,  education,  and  clinical  centers. 

7315.  Geriatrics  and  Gerontology  Advisory  Committee. 

7316.  Malpractice  and  negligence  suits:  defense  by  United  States. 

7317.  Hazardous  research  projects:  indemnification  of  contractors. 

7318.  National  Center  for  Preventive  Health. 

7319.  Preventive  Health  Services  Advisory  Committee. 

******* 

SUBCHAPTER  I— ORGANIZATION 

******* 

§  7306.  Office  of  the  Chief  Medical  Director 

(a)  The  Office  of  the  Chief  Medical  Director  shall  consist  of  the 
following: 

*    *  * 
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(7)  The  Director  of  the  National  Center  for  Preventive  Health, 
who  shall  be  responsible  to  the  Chief  Medical  Director  for  the 
operation  of  the  Center. 

\J<jy\  (8)  Such  other  personnel  as  may  be  authorized  by  this 
chapter. 

(c)  Appointments  under  subsection  (a)  shall  be  made  by  the  Sec- 
retary. In  the  case  of  appointments  under  paragraphs  (1),  (2),  (3), 
(4),  and  [(4)]  (7)  of  that  subsection,  such  appointments  shall  be 
made  upon  the  recommendation  of  the  Chief  Medical  Director. 

*****  *  * 

SUBCHAPTER  II— GENERAL  AUTHORITY  AND 
ADMINISTRATION 

******* 

§  7318,  National  Center  for  Preventive  Health 

(a) (1)  The  Chief  Medical  Director  shall  establish  and  operate  in 
the  Veterans  Health  Administration  a  National  Center  for  Preven- 
tive Health  (hereafter  in  this  section  referred  to  as  the  'Venter'). 

(2)  The  head  of  the  Center  is  the  Director  of  Preventive  Health 
(hereafter  in  this  section  referred  to  as  the  ''Director'). 

(3)  The  Chief  Medical  Director  shall  provide  the  (Center  with  such 
staff  and  other  support  as  may  be  necessary  for  the  Center  to  carry 
out  effectively  its  functions  under  this  section. 

(b)  The  purposes  of  the  Center  are  as  follows: 

(1)  To  provide  a  central  office  for  monitoring  and  encouraging 
the  activities  of  the  Veterans  Health  Administration  with  re- 
spect to  the  provision,  evaluation,  and  improvement  of  preven- 
tive health  services. 

(2)  To  promote  the  expansion  and  improvement  of  clinical,  re- 
search, and  educational  activities  of  the  Veterans  Health  Ad- 
ministration with  respect  to  such  services. 

(c)  In  carrying  out  the  purposes  of  the  Center  under  this  section, 
the  Director  shall — 

(1)  develop  and  maintain  current  information  on  clinical  ac- 
tivities of  the  Veterans  Health  Administration  relating  to  pre- 
ventive health  services,  including  activities  relating  to — 

(A)  the  on-going  provision  of  regularly-furnished  services; 
and 

(B)  patient  education  and  screening  programs  carried  out 
throughout  the  Administration; 

(2)  develop  and  maintain  detailed  current  information  on  re- 
search activities  of  the  Veterans  Health  Administration  relat- 
ing to  preventive  health  services; 

(3)  in  order  to  encourage  the  effective  provision  of  preventive 
health  services  by  Veterans  Health  Administration  personnel — 

(A)  ensure  the  dissemination  to  such  personnel  of  any  ap- 
propriate information  on  such  services  that  is  derived  from 
research  carried  out  by  the  Administration;  and 

(B)  acquire  and  ensure  the  dissemination  to  such  person- 
nel of  any  appropriate  information  on  research  and  clinical 
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practices  relating  to  such  services  that  are  carried  out  by  re- 
searchers, clinicians,  and  educators  who  are  not  affiliated 
with  the  Administration; 

(4)  encourage  and  monitor  the  implementation  within  the 
Veterans  Health  Administration  of  the  recommendations  on 
preventive  health  services  of  the  Advisory  Committee  on  Pre- 
ventative Health  Services  established  under  section  7319  of  this 
title; 

(5)  ensure  transmission  to  the  Advisory  Committee  of  inquir- 
ies of  the  Secretary  or  the  Chief  Medical  Director,  and  the  re- 
sponses of  the  Advisory  Committee  to  such  inquiries; 

(6)  facilitate  the  optimal  use  of  the  unique  resources  of  the 
Department  of  cooperative  research  into  health  outcomes  by  ini- 
tiating recommendations,  and  responding  to  requests  of  the 
Chief  Medical  Director  and  the  Director  of  the  Medical  and 
Prosthetic  Research  Service,  for  such  research  into  preventive 
health  services;  and 

(7)  provide  advisory  services  to  personnel  of  Department 
health-care  facilities  with  respect  to  the  planning  or  furnishing 
of  preventive  health  services  by  such  personnel. 

(d)  In  this  section,  the  term  ''preventive  health  services''  has  the 
meaning  given  such  term  in  section  1701(9)  of  this  title. 

§  7319.  Preventive  Health  Services  Advisory  Committee 

(a)  The  Secretary  shall  establish  a  Preventive  Health  Services  Ad- 
visory Committee  (hereafter  in  this  section  referred  to  as  the  ''Com- 
mittee'). 

(b) (1)  The  membership  of  the  Committee  shall  be  appointed  by  the 
Secretary,  upon  the  recommendation  of  the  Chief  Medical  Director, 
from  individuals  who  are  not  employees  of  the  Department,  and 
shall  include  individuals  who  are  not  employees  of  the  Federal  Gov- 
ernment and  who  have  demonstrated  interest  ajid  expertise  in  re- 
search, education,  and  clinical  activities  related  to  the  provision  of 
preventive  health  services,  and  at  least  one  representative  of  veter- 
ans who  receive  health-care  services  from  the  Veterans  Health  Ad- 
ministration. 

(2)  The  Secretary,  upon  the  recommendation  of  the  Chief  Medical 
Director,  shall  invite  appropriate  representatives  of  other  depart- 
ments and  agencies  of  the  Federal  Government  to  participate  in  the 
activities  of  the  Committee. 

(S)  The  Secretary  shall  provide  the  Committee  with  such  staff  and 
other  support  as  may  be  necessary  for  the  Committee  to  carry  out  ef- 
fectively its  functions  under  this  section. 

(c) (1)  The  Committee  shall — 

(A)  identify  for  the  Secretary — 

(i)  the  types  of  preventive  health  services  that  are  appro- 
priate for  particular  groups  of  veterans;  and 

(ii)  the  areas  of  inquiry  within  the  field  of  such  services 
that  the  Committee  determines  to  be  suitable  for  the  pur- 
suit of  new  or  additional  clinical  research  by  the  Depart- 
ment; 

(B)  make  recommendations  to  the  Secretary  on — 

(i)  various  means  of  initiating,  enhancing,  modifying,  or 
discontinuing  the  provision  of  preventive  health  services  by 
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the  Department  in  order  to  ensure  that  such  groups  of  vet- 
erans are  provided  with  appropriate  preventive  health  serv- 
ices; and 

(ii)  various  means  of  ensuring  the  continued  provision  of 
preventive  health  services  by  the  Department; 

(C)  advise  the  Secretary  on  general  developments  in  the  fields 
of  research  and  clinical  activities  related  to  preventive  health 
services;  and 

(D)  respond  to  requests  of  the  Secretary  or  the  Chief  Medical 
Director  for  information  on  specific  research  and  clinical  activi- 
ties and  ethical  matters  related  to  such  activities. 

(2)  The  Committee  shall  transmit  any  identifications,  recommen- 
dations, and  advice  to  the  Secretary  under  subparagraphs  (A),  (B), 
and  (C)  of  paragraph  (1)  through  the  Chief  Medical  Director. 

(d) (1)  Not  later  than  August  1,  1993,  and  on  an  annual  basis 
thereafter,  the  Committee  shall  submit  to  the  Secretary  a  report  on 
the  activities  of  the  Committee  with  respect  to  the  matters  referred 
to  in  subsection  (c)(1)  during  the  12-month  period  preceding  the  date 
of  the  report. 

(2)  The  Committee  shall  submit  to  the  Secretary,  through  the 
Chief  Medical  Director,  such  reports  in  addition  to  the  reports  re- 
ferred to  in  paragraph  (1)  as  the  Committee  considers  appropriate 
with  respect  to  the  matters  referred  to  in  subsection  (c)(1).  Not  later 
than  90  days  after  receipt  of  a  report  under  this  paragraph,  the  Sec- 
retary shall  transmit  the  report,  together  with  the  Secretary's  com- 
ments and  recommendations  thereon,  to  the  appropriate  committees 
of  the  Congress. 

(e)  In  this  section,  the  term  '^preventive  health  services"  has  the 
meaning  given  such  term  in  section  1701(9)  of  this  title. 

******* 

CHAPTER  74— VETERANS  HEALTH  ADMINISTRATION- 
PERSONNEL 

«  «  «  *  9):  «  * 

SUBCHAPTER  I— APPOINTMENTS 

******* 

§  7404.  Grades  and  pay  scales 

(a)  *  *  * 

(b)  (1)  The  grades  for  positions  provided  for  in  paragraph  (1)  of 
section  7401  of  this  title  shall  be  as  follows.  The  annual  ranges  of 
rates  of  basic  pay  for  those  grades  shall  be  prescribed  from  time  to 
time  by  Executive  order  as  authorized  by  chapter  53  of  title  5  or  as 
otherwise  authorized  by  law: 

PHYSICIAN  AND  DENTIST  SCHEDULE 

Director  grade. 
Executive  grade. 
Chief  grade. 
Senior  grade. 
Intermediate  grade. 
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Full  grade. 
Associate  grade. 

NURSE  SCHEDULE 

[Director  grade. 
[Senior  grade. 
[Intermediate  grade. 
[Entry  grade.] 
Nurse  V. 
Nurse  IV. 
Nurse  III. 
Nurse  II. 
Nurse  I 

CLINICAL  PODIATRIST  AND  OPTOMETRIST  SCHEDULE 

Chief  grade. 
Senior  grade. 
Intermediate  grade. 
Full  grade. 
Associate  grade. 

SUBCHAPTER  II— COLLECTIVE  BARGAINING  AND 
PERSONNEL  ADMINISTRATION 
«  *  «  «  «  «  « 

§  7426.  Retirement  rights 

(a)  *  *  * 

******* 

(c)  The  Secretary  may  authorize  an  exception  to  the  restrictions 
in  subsections  (a),  (b),  and  (c)  of  section  5532  of  title  5  if  necessary 
to  meet  special  or  emergency  employment  needs  which  result  from 
a  severe  shortage  of  well-qualified  candidates  in  physician  posi- 
tions, and  registered  nurse  positions,  which  otherwise  cannot  be 
readily  met.  [The  authority  of  the  Secretary  under  the  preceding 
sentence  with  respect  to  registered-nurse  positions  expires  on  Sep- 
tember 30,  1992.3 

******* 

SUBCHAPTER  IV— PAY  FOR  NURSES  AND  OTHER  HEALTH- 
CARE PERSONNEL 

§  7451.  Nurses  and  other  health-care  personnel:  competitive  pay 

(a)(1)  *  *  * 

******* 

[(3)  The]  (3)(A)  Except  as  provided  in  subparagraph  (B),  the 
rates  of  basic  pay  for  covered  positions  in  the  Department  shall  be 
established  and  adjusted  in  accordance  with  this  section  instead  of 
subsection  (b)(1)  of  section  7404  of  this  title  or  chapter  53  of  title  5. 

(B)  Under  such  regulations  as  the  Secretary  shall  prescribe,  the 
Secretary  shall  establish  and  adjust  the  rates  of  basic  pay  for  cov- 
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ered  positions  at  the  following  health-care  facilities  in  order  to  pro- 
vide rates  that  enable  the  Secretary  to  recruit  and  retain  sufficient 
numbers  of  health-care  personnel  in  such  positions  at  such  facili- 
ties: 

(i)  The  Veterans  Memorial  Medical  Center  in  the  Republic  of 
the  Philippines. 

(ii)  Department  of  Veterans  Affairs  health-care  facilities  lo- 
cated outside  the  contiguous  States,  Alaska,  and  Hawaii. 

(b)  The  Secretary  shall  maintain  the  [four]  five  grade  levels  for 
nurses  employed  by  the  Department  under  section  7401(a)  of  this 
title  as  specified  in  the  Nurse  Schedule  in  section  7404(b)  of  this 
title.  The  Secretary  shall,  pursuant  to  regulations  prescribed  to 
carry  out  this  subchapter,  establish  grades  for  other  covered  posi- 
tions as  the  Secretary  considers  appropriate. 

«  «  *  «  *  «  « 

(d)(1)  *  *  * 

(3)(A)  *  *  * 

(C)  In  the  event  that  the  director  of  a  Department  health-care  fa- 
cility who  conducts  a  survey  of  beginning  rates  of  compensation  for 
corresponding  health-care  professionals  in  the  labor-market  area  of 
the  facility  under  subparagraph  (B)  determines  (under  regulations 
prescribed  by  the  Secretary)  that  the  size  or  composition  of  the  labor- 
market  area  provides  information  that  is  not  sufficient  to  permit 
the  adjustments  referred  to  in  that  subparagraph  for  the  applicable 
covered  positions,  the  director  may  conduct  a  survey  of  such  rates  of 
compensation  in  other  comparable  labor-market  areas  (as  so  deter- 
mined). Any  survey  under  this  subparagraph  shall  be  conducted  in 
accordance  with  the  provisions  of  subparagraph  (B). 

(D)  In  the  event  that  the  director  of  a  Department  health-care  fa- 
cility who  conducts  a  survey  of  beginning  rates  of  compensation  for 
certified  registered  nurse  anesthetists  in  the  labor-market  area  of 
the  facility  under  subparagraph  (B),  and,  if  appropriate,  a  survey  of 
such  rates  of  compensation  for  such  nurse  anesthetists  in  compara- 
ble labor-market  areas  under  subparagraph  (C),  determines  (under 
regulations  prescribed  by  the  Secretary)  that  neither  of  the  survey 
methods  described  in  such  subparagraphs  is  sufficient  to  permit  the 
adjustments  referred  to  in  subparagraph  (B)  for  such  nurse  anesthe- 
tists employed  by  the  facility,  the  director  may  use  data  on  the  be- 
ginning rates  of  compensation  paid  to  certified  registered  nurse  an- 
esthetists who  are  employed  on  a  salary  basis  by  entities  that  pro- 
vide anesthesia  services  through  certified  registered  nurse  anesthe- 
tists in  the  labor-market  area.  For  the  purposes  of  this  subpara- 
graph, certified  registered  nurse  anesthetists  who  are  so  employed  by 
such  entities  shall  be  deemed  to  be  corresponding  health-care  profes- 
sionals to  the  certified  registered  nurse  anesthetists  employed  by  the 
facility. 

[(C)]  (E)  The  Chief  Medical  Director  shall  prescribe  regulations 
providing  for  the  adjustment  of  the  rates  of  basic  pay  for  Regional 
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and  Central  Office  employees  in  covered  positions  in  order  to 
assure  that  those  rates  are  sufficient  and  competitive. 

[(D)]  (F)  The  director  of  a  facility  or  Chief  Medical  Director 
may  not  adjust  rates  of  basic  pay  under  this  subsection  for  any  pay 
grade  so  that  the  minimum  rate  of  basic  pay  for  that  grade  is 
greater  than  the  beginning  rates  of  compensation  for  corresponding 
positions  at  non-Department  health-care  facilities. 

******* 

(6)  In  this  subsection — 

(A)  The  term  "beginning  rate  of  compensation",  with  respect 
to  health-care  personnel  positions  in  non-Department  health- 
care facilities  corresponding  to  a  grade  of  a  covered  position, 
means  the  sum  of — 

(i)  the  minimum  rate  of  pay  [established]  paid  for  per- 
sonnel in  such  positions  who  have  education,  training,  and 
experience  equivalent  or  similar  to  the  education,  training, 
and  experience  required  for  health-care  personnel  em- 
ployed in  the  same  category  of  Department  covered  posi- 
tions; and 

(ii)  other  employees  benefits  for  those  positions  to  the 
extent  that  those  benefits  are  reasonably  quantifiable. 

******* 

(g)*  *  * 
(1)  *  *  * 

******* 

(9)  The  justification  required  by  section  7452(e)(2)  of  this  title. 
******* 

§  7452.  Nurses  and  other  health-care  personnel:  administration  of 
pay 

(a)(1)  *  *  * 

******* 

{e)(l)  An  employee  in  a  covered  position  employed  under  section 
7401(1)  of  this  title  who  (without  a  break  in  employment)  transfers 
from  one  Department  health-care  facility  to  another  may  not  be  re- 
duced in  grade  or  step  within  grade  (except  pursuant  to  a  discipli- 
nary action  otherwise  authorized  by  law)  if  the  duties  of  the  posi- 
tion to  which  the  employee  transfers  are  similar  to  the  duties  of 
the  position  from  which  the  employee  transferred.  The  rate  of  basic 
pay  of  such  employee  shall  be  established  at  the  new  health-care 
facility  in  a  manner  consistent  with  the  practices  at  that  facility 
for  an  employee  of  that  grade  and  step. 

(2)  The  Secretary  may  establish  for  an  employee  referred  to  in 
paragraph  (1)  who  transfers  upon  the  request  of  the  Secretary  (but 
not  pursuant  to  a  disciplinary  action  otherwise  authorized  by  law) 
to  a  new  facility  a  rate  of  basic  pay  that  is  higher  than  the  rate  of 
basic  pay  otherwise  paid  by  the  new  facility  to  an  employee  of  that 
grade  and  step  if  the  Secretary  determines  that  such  rate  of  pay  is 
necessary  to  recruit  the  employee  for  employment  in  the  new  facility. 
Whenever  the  Secretary  exercises  the  authority  under  the  preceding 
sentence  relating  to  the  rate  of  basic  pay  of  a  transferred  employee, 
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the  Secretary  shall,  in  the  next  annual  report  required  under  section 
7i51(g)  of  this  title,  provide  justification  for  doing  so. 

CHAPTER  76— HEALTH  PROFESSIONALS  EDUCATIONAL 
ASSISTANCE  PROGRAM 

******* 

SUBCHAPTER  II— SCHOLARSHIP  PROGRAM 

******* 

§  7618.  Expiration  of  program 

The  Secretary  may  not  furnish  scholarships  to  new  participants 
in  the  Scholarship  Program  after  [September  30,  1992.  J  December 
31,  1997. 

******* 


PART  VI— ACQUISITION  AND  DISPOSITION  OF 

PROPERTY 

******* 

CHAPTER  81— ACQUISITION  AND  OPERATION  OF  HOSPI- 
TAL AND  DOMICILIARY  FACILITIES;  PROCUREMENT 
AND  SUPPLY 

******* 

SUBCHAPTER  VI— PROCUREMENT  OF  DRUGS  AND  BIOLOGICALS 

8171.  Definitions. 

8172.  Prices  of  drugs  and  biologicals  under  Federal  Supply  Schedule  contracts. 

8173.  Report  and  audit  of  prices  of  drugs  and  biologicals. 

8174.  Procurement  of  drugs  and  biologicals  through  Department  depots. 

8175.  Prices  of  drugs  and  biologicals  purchased  by  State  homes. 

8176.  Unified  pharmaceutical  award  contracts. 

*  *  *  *  *  *  * 

SUBCHAPTER  II— PROCUREMENT  AND  SUPPLY 

******* 

§  8125.  Procurement  of  health-care  items 

(a)  Except  as  provided  in  subsections  (b)  and  (c)  of  this  [section,] 
section  and  section  8174(b)  of  this  title,  the  Secretary  may  not  pro- 
cure health-care  items  under  local  contracts. 

******* 

SUBCHAPTER  III— STATE  HOME  FACILITIES  FOR  FURNISH- 
ING DOMICILIARY,  NURSING  HOME,  AND  HOSPITAL  CARE 
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§  8133.  Authorization  of  appropriations 

(a)  There  are  hereby  authorized  to  be  appropriated  such  sums  as 
are  necessary  to  carry  out  this  [subchapter  through  September  30, 
1992.]  subchapter.  Sums  appropriated  pursuant  to  this  section 
shall  be  used  for  making  grants  to  States  which  have  submitted, 
and  have  had  approved  by  the  Secretary,  applications  for  carrying 
out  the  purposes  and  meeting  the  requirements  of  this  subchapter. 
******* 

§  8135.  Applications  with  respect  to  projects;  payments 

(a)  *  *  * 

******* 

(b)  (1)  *  *  * 

******* 

(6)(A)  The  Secretary  may  conditionally  approve  a  project  under 
this  section,  conditionally  award  a  grant  for  the  project,  and  obli- 
gate funds  for  the  grant  if  the  Secretary  determines  that  the  appli- 
cation for  the  grant  is  sufficiently  complete  to  warrant  awarding 
the  grant  and  that,  based  on  assurances  provide  by  the  State  sub- 
mitting the  application,  the  State  will  complete  the  application  and 
meet  all  the  requirements  referred  to  in  paragraph  (1)(A)  of  this 
subsection  by  the  date,  not  later  than  [90]  180  days  after  the  date 
of  the  conditional  approval,  specified  by  the  Secretary. 

(B)  If  a  State  does  not  complete  the  application  and  meet  all  the 
requirements  referred  to  in  such  paragraph  by  the  date  specified 
by  the  Secretary  under  subparagraph  (A)  of  this  paragraph,  the 
Secretary  shall  rescind  the  conditional  approval  and  award  under 
such  subparagraph  and  deobligate  the  funds  previously  obligated  in 
connection  with  the  application.  In  the  event  the  Secretary  rescinds 
conditional  approval  of  a  project  under  this  subparagraph,  the  Sec- 
retary may  not  further  obligate  funds  for  the  project  during  the 
fiscal  year  in  which  the  Secretary  rescinds  such  approval. 

******* 

§  8136.  Recapture  provisions 

If,  within  [20  years  after  completion]  the  20-year  period  begin- 
ning on  the  date  of  the  approval  by  the  Secretary  of  the  final  archi- 
tectural and  engineering  inspection  of  any  project  with  respect  to 
which  a  grant  has  been  made  under  this  subchapter  (except  that 
the  Secretary,  pursuant  to  regulations  which  the  Secretary  shall 
prescribe,  may  at  the  time  of  such  grant  provide  for  a  shorter 
period  than  20,  but  not  less  than  seven  years,  based  on  the  magni- 
tude of  the  project  and  the  grant  amount  involved,  in  the  case  of 
the  acquisition,  expansion,  remodeling,  or  alteration  of  existing  fa- 
cilities), [such  facilities]  the  facilities  covered  by  the  project  cease 
to  be  operated  by  a  State,  a  State  home,  or  an  agency  or  instru- 
mentality of  a  State  principally  for  furnishing  domiciliary,  nursing 
home,  or  hospital  care  to  veterans,  the  United  States  shall  be  enti- 
tled to  recover  from  the  State  which  was  the  recipient  of  the  grant 
under  this  subchapter,  or  from  the  then  owner  of  such  facilities,  65 
percent  of  the  then  value  of  such  project  (but  in  no  event  an 
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amount  greater  than  the  amount  of  assistance  provided  under  this 
subchapter),  as  determined  by  agreement  of  the  parties  or  by 
action  brought  in  the  district  court  of  the  United  States  for  the  dis- 
trict in  which  such  facihties  are  situated. 

SUBCHAPTER  VI— PROCUREMENT  OF  DRUGS  AND 
BIOLOGICALS 

§8171,  Definitions 

For  the  purposes  of  this  subchapter — 

(1)  The  term  ''additional  price  discount  amount, "  in  the  case 
of  the  price  of  a  drug  or  biological  whose  price  is  established 
under  an  agreement  under  this  subchapter,  means — 

(A)  in  the  case  of  a  drug  or  biological  for  which  data 
that  is  available  before  the  effective  date  of  the  agreement 
permits  the  calculation  of  Federal  average  manufacturer 
price  for  at  least  15  months,  the  amount  of  the  difference,  if 
any,  between — 

(i)  the  Federal  average  price  differential  (as  deter- 
mined under  paragraph  (6)(A));  and 

(ii)  the  amount  equal  to — 

(I)  the  Federal  average  manufacturer  price  of  the 
drug  or  biological  for  the  3-month  period  ending 
on  the  date  that  is  12  months  before  the  last  day  of 
the  last  month  before  the  effective  date  of  the 
agreement  for  which  price  index  data  and  price 
data  for  the  drug  or  biological  are  available,  mul- 
tiplied by 

(II)  the  percentage  increase  in  the  price  index 
during  that  12-month  period;  or 

(B)  in  the  case  of  a  drug  or  biological  for  which  such 
data  does  not  permit  the  calculation  of  that  price  for  as 
many  months,  the  amount  of  the  difference,  if  any,  be- 
tween— 

(i)  the  Federal  average  price  differential  (as  deter- 
mined under  paragraph  (6)(B));  and 

(ii)  an  amount  equal  to — 

(I)  the  Federal  average  manufacturer  price  of  the 
drug  or  biological  for  the  3-month  period  begin- 
ning on  the  first  day  of  the  month  next  following 
the  month  in  which  marketing  of  the  drug  or  bio- 
logical begins,  multiplied  by 

(II)  the  percentage  increase  in  the  price  index 
during  the  period  beginning  on  such  day  and 
ending  on  the  last  day  of  the  last  month  before  the 
effective  date  of  the  agreement  for  which  price 
index  data  are  available. 

(2)  The  term  ''covered  drug  or  biological"  means — 

(A)  any  drug  marketed  under  a  new  drug  application  ap- 
proved by  the  Secretary  of  Health  and  Human  Services 
under  section  505  of  the  Federal  Food,  Drug,  and  Cosmetic 
Act  (21  US.C,  355);  and 
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(B)  any  biological  marketed  under  a  product  licensing  ap- 
plication approved  by  the  Administrator  of  the  Food  and 
Drug  Administration  pursuant  to  section  351  of  the  Public 
Health  Service  Act  (42  U.S.C.  262). 

(3)  The  term  "depof'  means  a  centralized  commodity  manage- 
ment system  operated  by  the  Department  through  which  drugs 
and  biologicals  procured  for  the  use  of  entities  of  the  Depart- 
ment are — 

(A)  received,  stored,  and  delivered  through — 

(i)  a  warehouse  system  under  the  jurisdiction  and  op- 
eration of  the  Department;  or 

(ii)  a  commercial  entity  operating  under  contract 
with  the  Department;  or 

(B)  delivered  directly  from  the  manufacturer  to  the  entity 
using  the  drugs  or  biologicals. 

(4)  The  term  ''depot  price''  means  the  price  of  a  drug  or  bio- 
logical under  an  agreement  between  the  Secretary  and  the  man- 
ufacturer of  the  drug  or  biological  to  determine  the  price  of  the 
drug  or  biological  for  purchase  through  depots. 

(5)  The  term  ''Federal  average  manufacturer  price'',  with  re- 
spect to  a  covered  drug  or  biological  and  a  specified  period  of 
time,  means  the  weighted  average  price  of  a  single  form  and 
dose  unit  of  the  drug  or  biological  that  is  paid  to  the  manufac- 
turer of  the  drug  or  biological,  taking  into  account  any  cash 
discounts  or  similar  price  reductions,  during  that  period  by 
wholesalers  (other  than  a  price  paid  by  the  Federal  Govern- 
ment). 

(6)  The  term  "Federal  average  price  differential",  with  respect 
to  a  covered  drug  or  biological  whose  price  is  established  under 
an  agreement  under  this  subchapter,  means — 

(A)  in  the  case  of  a  drug  or  biological  for  which  data 
that  is  available  before  the  effective  date  of  the  agreement 
permits  the  calculation  of  Federal  average  manufacturer 
price  for  at  least  15  months — 

(i)  the  Federal  average  manufacturer  price  of  the 
drug  or  biological  during  the  3-month  period  ending  on 
the  last  day  of  the  last  month  before  the  effective  date 
of  the  agreement  for  which  price  data  and  price  index 
data  are  available,  minus 

(ii)  the  Federal  average  manufacturer  price  of  the 
drug  or  biological  during  the  3-month  period  ending  on 
the  date  that  is  1  year  before  the  ending  of  such  3- 
month  period;  or 

(B)  in  the  case  of  a  drug  or  biological  for  which  such 
data  does  not  permit  the  calculation  of  that  price  for  as 
many  months — 

(i)  the  Federal  average  manufacturer  price  of  the 
drug  or  biological  during  the  3-month  period  ending  on 
the  last  day  of  the  last  month  before  effective  date  of 
the  agreement  for  which  price  data  are  available, 
minus 

(ii)  the  Federal  average  manufacturer  price  of  the 
drug  or  biological  during  the  3-month  period  beginning 
on  the  first  day  of  the  first  month  next  following  the 
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month  in  which  marketing  of  the  drug  or  biological 
begins. 

(7)  The  term  ^'manufacturer,  "  with  respect  to  a  drug  or  biolog- 
ical, means — 

(A)  an  entity  that  both  manufactures  and  distributes  the 
drug  or  biological;  or 

(B)  if  no  such  entity  exists,  an  entity  that  distributes  the 
drug  or  biological. 

The  term  does  not  include  a  wholesale  distributor  of  drugs  or 
biologicals,  a  retail  pharmacy  licensed  under  State  law,  or  a 
,  practitioner  licensed  under  State  law  and  authorized  to  dis- 
pense drugs  or  biologicals. 

(8)  The  term  ''price  index' ^  means  the  Producer  Price  Index — 
Finished  Goods  published  monthly  by  the  Bureau  of  Labor  Sta- 
tistics. 

(9)  The  term  "weighted  average  price, with  respect  to  a  cov- 
ered drug  or  biological  and  a  specified  period  of  time,  means — 

(A)  the  sum  of  the  products  of — 

(i)  the  average  price  per  unit  of  each  package  quanti- 
ty of  the  drug  or  biological  sold  during  the  period,  and 

(ii)  the  number  of  units  of  the  drug  or  biological  sold 
at  that  average  price;  divided  by 

(B)  the  total  number  of  units  of  the  drug  or  biological 
sold  during  the  period. 

§8172,  Prices  of  drugs  and  biologicals  under  Federal  Supply  Sched- 
ule contracts 

(a) (1)  In  accordance  with  the  provisions  of  this  section,  the  secre- 
tary may  enter  into  agreements  with  the  manufacturers  referred  to 
in  paragraph  (2)  under  which  agreements  the  Secretary  and  such 
manufacturers  shall  provide  for  the  price  under  the  supply  schedule 
of  drugs  and  biologicals  that  are  marketed  by  such  manufacturers. 

(2)  The  Secretary  may  enter  into  agreements  under  this  section 
with  each  manufacturer  of  a  drug  or  biological  that  enters  into  a 
master  agreement  with  the  Administrator  of  the  General  Services 
Administration  with  respect  to  that  drug  or  biological  under  section 
1001  of  the  Federal  Property  and  Administrative  Services  Act  of 
1949. 

(b)  Subject  to  subsection  (g),  the  price  under  an  agreement  under 
this  section  of  a  covered  drug  or  biological  that  was  listed  on  the 
supply  schedule  on  September  1,  1990,  and  is  listed  on  the  supply 
schedule  on  the  date  of  the  enactment  of  this  Act,  shall  be  as  fol- 
lows: 

(1)  During  the  1-year  period  beginning  on  the  effective  date  of 
the  agreement,  the  price  shall  be  an  amount  no  greater  than  .  76 
multiplied  by  an  amount  equal  to — 

(A)  in  the  case  of  a  drug  or  biological  whose  Federal  av- 
erage price  differential  (as  determined  under  section 
8171(6)(A)  of  this  title)  is  positive— 

(i)  the  Federal  average  manufacturer  price  of  the 
drug  or  biological  for  the  most  recent  12-month  period 
before  such  effective  date  for  which  data  used  to  calcu- 
late such  price  are  available  (based  on  reports  of  such 
price  to  the  Secretary  by  the  manufacturer),  minus 
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(ii)  the  additional  price  discount  amount  (as  deter- 
mined under  section  8171(1)(A)  of  this  title);  or 
(B)  in  the  case  of  a  drug  or  biological  whose  Federal  aver- 
age price  differential  is  not  positive  (as  determined  under 
section  8171(6XA)  of  this  title),  the  Federal  average  manu- 
facturer price  of  the  drug  or  biological  for  the  most  recent 
12-month  period  before  such  effective  date  for  which  data 
used  to  calculate  such  price  are  available  (as  so  based). 
(2)  During  a  succeeding  1-year  period  (including  a  1-year 
period  that  succeeds  a  succeeding  1-year  period),  the  price  may 
not  exceed  the  price  of  the  drug  or  biological  during  the  preced- 
ing 1-year  period  increased  by  the  same  percentage  as  the  in- 
crease in  the  price  index  during  the  most  recent  12-month 
period  before  the  commencement  of  such  succeeding  1-year 
period  for  which  price  index  data  are  available. 

(c)  Subject  to  subsection  (g),  the  price  under  an  agreement  under 
this  section  of  a  covered  drug  or  biological  that  was  listed  on  the 
supply  schedule  on  September  1,  1990,  but  not  listed  on  the  supply 
schedule  on  the  date  of  the  enactment  of  this  Act,  shall  be  as  fol- 
lows: 

(1)  During  the  1-year  period  beginning  on  the  effective  date  of 
the  agreement,  the  price  shall  be  an  amount  no  greater  than  .  76 
multiplied  by  an  amount  equal  to — 

(A)  in  the  case  of  a  drug  or  biological  whose  Federal  av- 
erage price  differential  (as  determined  under  section 
8171(6)(A)  of  this  title)  is  positive— 

(i)  the  Federal  average  manufacturer  price  of  the 
drug  or  biological  for  the  most  recent  12-month  period 
before  such  effective  date  for  which  data  used  to  calcu- 
late such  price  are  available  (based  on  reports  of  such 
price  to  the  Secretary  by  the  manufacturer),  minus 

(ii)  the  additional  price  discount  amount  (as  deter- 
mined under  section  8171(1)(A)  of  this  title);  or 

(B)  in  the  case  of  a  drug  or  biological  whose  Federal  aver- 
age ^  price  differential  (as  determined  under  section 
8171(6)(A)  of  this  title)  is  not  positive,  the  Federal  average 
manufacturer  price  of  the  drug  or  biological  for  the  most 
recent  12-month  period  before  such  effective  date  for  which 
data  used  to  calculate  such  price  are  available  (as  so 
based). 

(2)  During  a  succeeding  1-year  period  (including  a  1-year 
period  that  succeeds  a  succeeding  1-year  period),  the  price  may 
not  exceed  the  price  of  the  drug  or  biological  during  the  preced- 
ing 1-year  period,  increased  by  the  same  percentage  as  the  in- 
crease in  the  price  index  during  such  the  most  recent  12-month 
period  before  the  commencement  of  such  succeeding  1-year 
period  for  which  price  index  data  are  available. 

(d)  Subject  to  subsection  (g),  the  price  under  an  agreement  under 
this  section  of  a  covered  drug  or  biological  that  was  not  listed  on 
the  supply  schedule  on  September  1,  1990,  but  was  approved  by  the 
Administrator  of  the  Food  and  Drug  Administration  on  or  before 
the  date  of  the  enactment  of  this  Act,  shall  be  as  follows: 

(1)  During  the  1-year  period  beginning  on  the  effective  date  of 
the  agreement — 
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(A)  in  the  case  of  a  drug  or  biological  for  which  data 
that  is  available  before  the  effective  date  of  the  agreement 
permits  the  calculation  of  Federal  average  manufacturer 
price  for  a  least  15  months,  the  price  shall  be  an  amount  no 
greater  than  .76  multiplied  by  an  amount  equal  to— 

(i)  in  the  case  of  a  drug  or  biological  whose  Federal 
average  price  differential  (as  determined  under  section 
8171(6)(A)  of  this  title)  is  positive — 

(I)  the  Federal  average  manufacturer  price  of  the 
drug  or  biological  for  the  most  recent  12-month 
period  before  such  effective  date  for  which  data 
used  to  calculate  such  price  are  available  (based  on 
reports  of  such  price  to  the  Secretary  by  the  manu- 
facturer), minus 

(II)  the  additional  price  discount  amount  (as  de- 
termined under  section  8171(1)(A)  of  this  title);  or 

(ii)  in  the  case  of  a  drug  or  biological  whose  Federal 
average  price  differential  (as  determined  under  section 
8171(6)(A)  of  this  title)  is  not  positive,  the  Federal  aver- 
age manufacturer  price  of  the  drug  or  biological  for  the 
most  recent  12-month  period  before  such  effective  date 
for  which  data  used  to  calculate  such  price  are  avail- 
able (as  so  based);  or 

(B)  in  the  case  of  a  drug  or  biological  for  which  such 
data  does  not  permit  the  calculation  of  Federal  average 
manufacturer  price  for  as  many  months,  the  price  shall  be 
an  amount  no  greater  than  .76  multiplied  by  an  amount 
equal  to — 

(i)  in  the  case  of  a  drug  or  biological  whose  Federal 
average  price  differential  (as  determined  under  section 
8171(6)(B)  of  this  title)  is  positive— 

(I)  the  Federal  average  manufacturer  price  of  the 
drug  or  biological  for  the  period  beginning  on  the 
first  day  of  the  month  next  following  the  month  in 
which  marketing  of  the  drug  or  biological  begins 
and  ending  on  the  last  day  of  the  last  month 
before  the  effective  date  of  the  agreement  for  which 
price  data  are  available  (as  so  based),  minus 

(II)  the  additional  price  discount  amount  (as  de- 
termined under  section  8171(1)(B)  of  this  title);  or 

(ii)  in  the  case  of  a  drug  or  biological  whose  Federal 
average  price  differential  (as  determined  under  section 
8171(6)(B)  of  this  title)  is  not  positive,  the  Federal  aver- 
age manufacturer  price  of  the  drug  or  biological  for  the 
period  beginning  on  the  first  day  of  the  month  next  fol- 
lowing the  month  in  which  marketing  of  the  drug  or 
biological  begins  and  ending  on  the  last  day  of  the  last 
month  before  the  effective  date  of  the  agreement  for 
which  price  data  are  available  (as  so  based). 

(2)  During  a  succeeding  1-year  period  (including  a  1-year  period 
that  succeeds  a  succeeding  1-year  period),  the  price  may  not 
exceed  the  price  of  the  drug  or  biological  during  the  preceding 
1-year  period,  increased  by  the  same  percentage  as  the  increase 
in  the  price  index  during  such  the  most  recent  12-month  period 


123 


before  the  commencement  of  such  succeeding  1-year  period  for 
which  price  index  data  are  available. 

(e)  Subject  to  subsection  (g),  the  price  under  an  agreement  under 
this  section  of  a  covered  drug  or  biological  that  is  approved  by  the 
Administrator  of  the  Food  and  Drug  Administration  after  the  date 
of  the  enactment  of  this  Act  shall  be  as  follows: 

(1)  During  the  1-year  period  beginning  on  the  effective  date  of 
the  agreement — 

(A)  in  the  case  of  a  drug  or  biological  for  which  data 
that  is  available  before  the  effective  date  of  the  agreement 
permits  the  calculation  of  Federal  average  manufacturer 
price  for  at  least  15  months,  the  price  shall  be  an  amount 
no  greater  than  .  76  multiplied  by  an  amount  equal  to — 

(i)  in  the  case  of  a  drug  or  biological  whose  Federal  av- 
erage price  differential  (as  determined  under  section 
8171(6)(A)  of  this  title)  is  positive— 

(I)  the  Federal  average  manufacturer  price  of  the 
drug  or  biological  for  the  most  recent  12-month 
period  before  such  effective  date  for  which  data 
used  to  calculate  such  price  are  available  (based  on 
reports  of  such  price  to  the  Secretary  by  the  manu- 
facturer), minus 

(II)  the  additional  price  discount  amount  (as  de- 
termined under  section  8171(1)(A)  of  this  title);  or 

(ii)  in  the  case  of  a  drug  or  biological  whose  Federal 
average  price  differential  (as  determined  under  section 
8171(6)(A)  of  this  title)  is  not  positive,  the  Federal  aver- 
age manufacturer  price  of  the  drug  or  biological  for  the 
most  recent  12-month  period  before  such  effective  date 
for  which  data  used  to  calculate  such  price  are  avail- 
able (as  so  based);  or 

(B)  in  the  case  of  a  drug  or  biological  for  which  such 
data  does  not  permit  the  calculation  of  Federal  average 
manufacturer  price  for  as  many  months,  the  price  shall  be 
an  amount  no  greater  than  .76  multiplied  by  an  amount 
equal  to  the  Federal  average  manufacturer  price  of  the 
drug  or  biological  (as  so  based)  for  the  period  beginning  on 
the  first  day  of  the  month  next  following  the  month  in 
which  marketing  of  the  drug  or  biological  begins  and 
ending  on  the  last  day  of  the  last  month  before  such  effec- 
tive date  for  which  such  data  are  available. 

(2)  During  a  succeeding  1-year  period  (including  a  1-year 
period  that  succeeds  a  succeeding  1-year  period),  the  price  may 
not  exceed  the  price  of  the  drug  or  biological  during  the  preced- 
ing 1-year  period,  increased  by  the  same  percentage  as  the  in- 
crease in  the  price  index  during  such  the  most  recent  12-month 
period  before  the  commencement  of  such  succeeding  1-year 
period  for  which  price  index  data  are  available. 

(f)  Subject  to  subsection  (g),  the  price  under  an  agreement  under 
this  section  of  a  covered  drug  or  biological  whose  price  under  the 
supply  schedule  was  determined  under  subsection  (b),  (c),  (d),  or  (e), 
or  under  this  subsection,  pursuant  to  an  agreement  that  is  expiring, 
shall  be  as  follows: 
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(1)  During  the  1-year  period  beginning  on  the  effective  date  of 
the  agreement,  the  price  may  not  exceed  the  price  of  the  drug  or 
biological  under  the  expiring  agreement  during  the  1-year 
period  beginning  on  the  effective  date  of  the  expiring  agreement 
increased  by  the  same  percentage  as  the  increase  in  the  price 
index  during  the  period  beginning  on  the  effective  date  of  the 
expiring  agreement  and  ending  on  the  last  day  of  the  last 
month  before  the  effective  date  of  the  agreement  under  this  sub- 
section for  which  price  index  data  are  available. 

(2)  During  a  succeeding  1-year  period  (including  a  1-year 
period  that  succeeds  a  succeeding  1-year  period),  the  price  may 
not  exceed  the  price  of  the  drug  or  biological  during  the  preced- 
ing 1-year  period,  increased  by  the  same  percentage  as  the  in- 
crease in  the  price  index  during  the  most  recent  12-month 
period  before  the  commencement  of  such  succeeding  1-year 
period  for  which  price  index  data  are  available. 

(g) (1)  In  entering  into  an  agreement  under  subsections  (b)  through 
(f)  for  the  price  under  the  supply  schedule  of  a  covered  drug  or  bio- 
logical, the  Secretary  may  provide  for  a  price  of  a  drug  or  biological 
during  the  1-year  period  beginning  on  the  effective  date  of  the  agree- 
ment that  is  nominally  in  excess  (as  determined  by  the  Secretary)  of 
the  price  that  would  be  determined  for  the  drug  or  biological  during 
that  period  under  that  subsection  if  the  Secretary  determines  that 
such  excess  price  is  in  the  best  interests  of  the  Department. 

(2)  If  the  Secretary  exercises  the  authority  under  this  section  to  es- 
tablish an  excess  price  with  respect  to  the  price  of  a  drug  or  biologi- 
cal during  a  1-year  period,  the  determination  of  the  amount  of  the 
increase  in  the  price  of  the  drug  or  biological  for  the  succeeding  1- 
year  period,  if  any,  shall  be  based  on  such  excess  price. 

(h)  The  price  under  an  agreement  under  this  section  of  a  drug  or 
biological  (other  than  a  covered  drug  or  biological)  shall  be  jointly 
determined  by  the  Secretary  and  the  manufacturer  of  the  drug  or 
biological. 

(i) (l)  Except  as  provided  in  paragraph  (2),  the  Secretary  shall 
enter  into  agreements  with  manufacturers  under  this  section  not 
later  than  the  later  of— 

(A)  6  months  after  the  date  of  the  enactment  of  this  section; 

or 

(B)  30  days  after  the  Secretary's  notifies  the  manufacturers  of 
the  Secretary's  intention  to  enter  into  such  agreements. 

(2)  In  the  case  of  a  drug  or  biological  that  is  first  marketed  after 
the  date  that  is  5  months  after  the  date  of  the  enactment  of  this 
section,  the  Secretary  shall  enter  into  an  agreement  referred  to  in 
paragraph  (1)  not  later  than  the  later  of— 

(A)  3  months  after  the  date  such  marketing  begins;  or 

(B)  30  days  after  the  Secretary  notifies  the  manufacturer  of 
the  Secretary's  intention  to  enter  into  such  an  agreement. 

(j)  The  Secretary  shall  determine  the  term  of  any  agreement  en- 
tered into  by  the  Secretary  and  a  manufacturer  under  this  section. 

§8173.  Report  and  audit  of  prices  of  drug  and  biologicals 

(a)(1)  The  manufacturer  of  a  covered  drug  or  biological  whose 
price  is  determined  by  an  agreement  under  section  8172  or  817 J4.  of 
this  title  shall  report  to  the  Secretary  the  Federal  average  manufac- 
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turers  price  of  the  drug  or  biological  during  each  calendar  quarter 
in  which  the  agreement  is  in  force.  The  manufacturer  shall  report 
such  price  not  more  than  30  days  after  the  expiration  of  a  covered 
quarter. 

(2)  The  reports  required  under  paragraph  (1)  shall  be  in  addition 
to  the  reports  required  under  subparagraphs  (A)(i)  and  (B)  of  subsec- 
tion (b)(lX  subparagraphs  (A)(i)  and  (B)  of  subsection  (c)(1),  clause 
(i)(I)  and  (ii)  of  subsection  (d)(1)(A),  clauses  (i)(I)  and  (ii)  of  subsec- 
tion (d)(1)(B),  clauses  (i)(I)  and  (ii)  of  subsection  (e)(1)(A),  and  subsec- 
tion (e)(1)(B)  of  section  8172  of  this  title,  under  clauses  (i)(I)  and  (ii) 
of  section  817i(cXlXA)  of  this  title,  and  under  subsections  (d)  and  (e) 
of  section  8174  of  this  title.  The  reports  required  under  such  sub- 
paragraphs shall  be  submitted  upon  the  request  of  the  Secretary. 

(b) (1)  The  Secretary  may  impose  a  civil  monetary  penalty  in  an 
amount  equal  to  $10,000  on  any  manufacturer  that  fails  to  report 
the  information  required  under  paragraph  (1)  of  subsection  (a)  on  a 
timely  basis.  Such  amount  shall  be  paid  to  the  Treasury.  The 
amount  of  the  penalty  shall  be  increased  by  $10,000  for  each  day  in 
which  such  information  has  not  been  reported,  and  such  amount 
shall  be  paid  to  the  Treasury.  If  such  information  with  respect  to  a 
drug  or  biological  is  not  reported  within  90  days  of  the  deadline  im- 
posed, the  Secretary  may  prohibit  the  purchase  of  the  drug  or  biolog- 
ical through  the  supply  schedule  or  Department  depots  after  the  end 
of  such  90-day  period  and  until  the  date  such  information  is  report- 
ed but  in  no  case  shall  such  prohibition  be  for  a  period  of  less  than 
30  days. 

(2)  Any  manufax^turer  that  knowingly  reports  false  information  to 
the  Secretary  under  paragraph  (1)  of  subsection  (a)  or  the  provisions 
of  law  referred  to  in  paragraph  (2)  of  that  subsection  is  subject  to  a 
civil  monetary  penalty  in  an  amount  not  to  exceed  $100,000  for  each 
item  of  false  information  reported.  Such  amount  shall  be  paid  to 
the  Treasury. 

(3)  The  civil  money  penalties  described  in  paragraphs  (1)  and  (2) 
are  in  addition  to  other  penalties  as  may  be  prescribed  by  law. 

(c)  In  order  to  determine  the  accuracy  of  any  price  of  a  drug  or 
biological  that  is  reported  to  the  Secretary  under  the  provisions  of 
law  referred  to  in  subsection  (b)(2),  the  Secretary  may  audit — 

(1)  the  relevant  records  of  any  manufacturer  of  a  covered  drug 
or  biological  that  is  the  subject  of  an  agreement  under  subsec- 
tions (b)  through  (f)  of  section  8172  or  under  subsections  (c) 
through  (f)  of  section  8174  of  this  title;  and 

(2)  the  relevant  records  of  any  wholesaler  that  distributes 
such  a  drug  or  biological. 

(d)  All  information  contained  in  a  report  submitted  to  the  Secre- 
tary under  this  section  by  a  manufacturer  shall  remain  confiden- 
tial. 

§8174.  Procurement  of  drugs  and  biologicals  through  Department 
depots 

(a)  The  Secretary  shall  enter  into  agreements  with  manufacturers 
referred  to  in  section  8172(a)(2)  of  this  title  under  which  agreements 
the  Secretary  and  such  manufacturers  shall  determine  the  prices  of 
drugs  and  biologicals  manufactured  by  such  manufacturers  and 
available  for  purchase  through  depots  of  the  Department. 
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(h)  Notwithstanding  section  8125(a)  of  this  title,  the  Secretary  may 
procure  for  any  Department  health-care  facilities  any  drug  or  biolog- 
ical that  is  subject  to  an  agreement  under  this  section. 

(c) (1)  Subject  to  paragraph  (2),  the  price  under  an  agreement  under 
subsection  (a)  of  a  covered  drug  or  biological  that  was  the  subject  of 
a  contract  for  procurement  by  the  Department  through  a  depot  on 
September  1,  1990,  shall  be  as  follows: 

(A)  During  the  1-year  period  beginning  on  the  effective  date  of 
the  agreement,  the  price  shall  be  an  amount  no  greater  than  .  76 
multiplied  by  an  amount  equal  to — 

(i)  in  the  case  of  a  drug  or  biological  whose  Federal  aver- 
age price  differential  (as  determined  under  section 
8171(6)(A)  of  this  title)  is  positive— 

(I)  the  Federal  average  manufacturer  price  of  the 
drug  or  biological  for  the  most  recent  12-month  period 
before  such  effective  date  for  which  data  used  to  calcu- 
late such  price  are  available  (based  on  reports  of  such 
price  to  the  Secretary  by  the  manufacturer),  minus 

(II)  the  additional  price  discount  amount  (as  deter- 
mined under  section  8171(1)(A)  of  this  title);  or 

(ii)  in  the  case  of  a  drug  or  biological  whose  Federal  aver- 
age price  differential  is  not  positive  (as  determined  under 
section  8171(6)(A)  of  this  title),  the  Federal  average  manu- 
facturer price  of  the  drug  or  biological  for  the  most  recent 
12-month  period  before  such  effective  date  for  which  data 
used  to  calculate  such  price  are  available  (as  so  based). 

(B)  During  a  succeeding  1-year  period  (including  a  1-year 
period  that  succeeds  a  succeeding  1-year  period),  the  price  may 
not  exceed  the  price  of  the  drug  or  biological  during  the  preced- 
ing 1-year  period  increased  by  the  same  percentage  as  the  in- 
crease in  the  price  index  during  the  most  recent  12-month 
period  before  the  commencement  of  such  succeeding  1-year 
period  for  which  price  index  data  are  available. 

(2)(A)  In  entering  into  an  agreement  under  paragraph  (1)  for  the 
price  of  a  drug  or  biological,  the  Secretary  may  provide  for  a  price  of 
a  drug  or  biological  during  the  1-year  period  beginning  on  the  effec- 
tive date  of  the  agreement  that  is  nominally  in  excess  (as  deter- 
mined by  the  Secretary)  of  the  price  that  would  be  determined  for 
the  drug  or  biological  during  that  period  under  that  paragraph  if 
the  Secretary  determines  that  such  excess  price  is  in  the  best  inter- 
ests of  the  Department. 

(B)  If  the  Secretary  exercises  the  authority  under  this  section  to 
establish  an  excess  price  with  respect  to  the  price  of  a  drug  or  bio- 
logical during  a  1-year  period,  the  determination  of  the  amount  of 
the  increase  in  the  price  of  the  drug  or  biological  for  the  succeeding 
1-year  period,  if  any,  shall  be  based  on  such  excess  price. 

(d)  The  price  under  an  agreement  under  subsection  (a)  of  a  covered 
drug  or  biological  that  was  not  the  subject  of  a  contract  referred  to 
in  subsection  (c)  on  September  1,  1990,  but  was  approved  by  the  Ad- 
ministrator of  Food  and  Drug  Administration  on  or  before  the  date 
of  the  enactment  of  this  Act,  shall  be  determined  in  the  manner  set 
forth  for  the  determination  of  the  price  of  a  drug  or  biological 
under  section  8172(d)  of  this  title. 
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(e)  The  price  under  an  agreement  under  subsection  (a)  of  a  covered 
drug  or  biological  that  is  approved  by  such  Administrator  after 
such  date,  shall  be  determined  in  the  manner  set  forth  for  the  deter- 
mination of  the  price  of  a  drug  or  biological  under  section  8172(e)  of 
this  title. 

(f)  The  price  under  an  agreement  under  subsection  (a)  of  a  covered 
drug  or  biological  whose  price  was  determined  under  subsections  (c), 
(d),  (e),  or  under  this  subsection,  pursuant  to  an  agreement  that  is 
expiring,  shall  be  determined  in  the  manner  set  forth  for  the  deter- 
mination of  the  price  of  a  drug  of  biological  under  section  8172(f)  of 
this  title. 

(g)  The  price  under  an  agreement  under  subsection  (a)  of  a  drug  or 
biological  (other  than  a  covered  drug  or  biological)  shall  be  jointly 
determined  by  the  Secretary  and  the  manufacturer  of  the  drug  or 
biological. 

(h) (1)  Except  as  provided  in  paragraph  (2),  the  Secretary  shall 
enter  into  agreements  with  manufacturers  under  this  section  not 
later  than  the  later  of— 

(A)  6  months  after  the  date  of  the  enactment  of  this  section; 

or 

(B)  30  days  after  the  Secretary  notifies  the  manufacturers  of 
the  Secretary's  intention  to  enter  into  such  agreements. 

(2)  In  the  case  of  a  drug  or  biological  that  is  first  marketed  after 
the  date  that  is  5  months  after  the  date  of  the  enactment  of  this 
section,  the  Secretary  shall  enter  into  an  agreement  referred  to  in 
paragraph  (1)  not  later  than  the  later  of— 

(A)  3  months  after  the  date  such  marketing  begins;  or 

(B)  30  days  after  the  Secretary  notifies  the  manufacturer  of 
the  Secretary's  intention  to  enter  into  such  an  agreement 

(i)  The  Secretary  shall  determine  the  term  of  any  agreement  en- 
tered into  by  the  Secretary  and  a  manufacturer  under  this  section. 

§8175.  Prices  of  drugs  and  biologicals  purchased  by  State  homes 

In  the  event  that  a  State  home  procures  a  drug  or  biological  listed 
on  the  supply  schedule,  the  price  of  the  drug  or  biological  shall  be 
not  more  than  the  price  of  the  drug  or  biological  on  the  supply 
schedule  on  the  date  of  the  procurement. 

§8176.  Unified  pharmaceutical  award  contracts 

(a)  The  Secretary  may,  on  behalf  of  the  entities  referred  to  in  sub- 
section (b),  negotiate  and  enter  into  one  or  more  unified  pharmaceu- 
tical award  contracts  (hereafter  in  this  section  referred  to  as  a 
"UPAC")  with  manufacturers  relating  to  the  procurement  by  such 
entities  under  such  contracts  of  drugs  or  biologicals  that  are  manu- 
factured by  such  manufacturers. 

(b) (1)  Subject  to  paragraph  (2),  an  entity  on  whose  behalf  the  Sec- 
retary may  enter  into  a  UPAC  under  this  section  in  any  of  the  fol- 
lowing entities  that  procures  a  drug  or  biological  in  connection  with 
the  furnishing  of  health  care  services: 

(A)  A  department  or  agency  of  the  Federal  Government,  in- 
cluding the  Department  of  Veterans  Affairs. 

(B)  A  department,  agency,  other  division  or  unit  of  a  State 
(including  a  State  home),  county,  or  municipality. 
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(C)  A  Public  Health  Service  clinic  of  the  type  described  in  sec- 
tion 2145(a)  of  the  Public  Health  Service  Act  which  the  Secre- 
tary of  Health  and  Human  Services  has  certified  is  eligible  to 
receive  a  discount  under  such  section  2145. 
(2)  The  Secretary  may  not  negotiate  or  enter  into  a  UPAC  on 
behalf  of  an  entity  unless  the  entity  enters  into  an  agreement  with 
the  Secretary — 

(A)  to  participate  in  a  UPAC  on  a  basis  to  be  determined  by 
the  Secretary; 

(B)  to  purchase  under  the  UPAC  a  quantity  (as  determined  by 
the  Secretary)  of  the  drug  or  biological  that  is  the  subject  of  the 
UPAC; 

(C)  to  provide  to  the  Secretary  adequate  evidence  (as  deter- 
mined by  the  Secretary)  of  the  entity's  fiscal  capability  of 
making  the  purchase  referred  to  in  subparagraph  (B); 

(D)  to  ensure  that  the  drug  or  biological  purchased  through 
the  UPAC  is  not  resold;  and 

(E)  to  pay  into  the  revolving  supply  fund  referred  to  in  section 
8121  of  this  title  an  amount  that  the  Secretary  determines  is 
sufficient  to  cover  any  administrative  costs  of  the  Secretary  in 
negotiating,  entering  into,  or  administering  the  UPAC 

(c)(1)  A  entity  on  whose  behalf  the  Secretary  enters  into  a  UPAC 
under  this  section  with  respect  to  a  drug  or  biological  may  not — 

(A)  resell  or  otherwise  transfer  the  drug  or  biological  to  a 
person  other  than  a  patient  of  the  entity; 

(B)  purchase  the  drug  or  biological  on  behalf  of  any  person  or 
entity  other  than  the  entity  on  whose  behalf  the  Secretary  enters 
into  the  UPAC;  or 

(C)  dispense  or  administer,  directly  or  through  a  contract,  the 
drug  or  biological  to  an  individual  who  is  not  receiving  the 
drug  or  biological  as  a  patient  of  the  entity. 

(2)(A)  An  entity  found  to  have  sold,  dispensed,  or  administered  a 
drug  or  biological  in  violation  of  this  subsection  shall  be  subject  to 
a  civil  penalty  in  the  amount  of  $25,000  for  each  such  violation. 
Such  amount  shall  be  paid  to  the  Treasury. 

(B)  The  civil  money  penalty  referred  to  in  subparagraph  (A)  is  in 
addition  to  any  other  such  penalties  as  may  be  prescribed  by  law. 

******* 

FEDERAL  PROPERTY  AND  ADMINISTRA- 
TIVE SERVICES  ACT  OF  1949 


(Public  Law  81-152,  June  30,  1949) 
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TITLE  X— PHARMACEUTICAL  PRICING 
AGREEMENTS 

SEC.  1001.  MASTER  AGREEMENTS. 

(a)  In  General. — dXA)  A  manufacturer  of  a  drug  or  biological 
may  not — 

(i)  sell  drugs  or  biologicals  to  any  Federal  agency  described 
under  subsection  (b), 

(ii)  be  deemed  to  have  an  agreement  under  section  1927  of  the 
Social  Security  Act  (42  U.S.C.  1396r-8X  or 

(Hi)  receive  payment  for  the  purchase  of  a  drug  or  biological 
directly  or  indirectly  from  any  entity  that  receives  funds  under 
the  Public  Health  Service  Act  (42  U.S.C.  201  et  seq.X 
unless  such  manufacturer  enters  into  an  agreement  with  the  Admin- 
istrator as  described  in  subparagraph  (B)(i)  within  5  months  of  the 
date  of  the  enactment  of  this  title  or,  in  the  case  of  a  drug  or  biolog- 
ical first  marketed  by  such  manufacturer  after  such  date,  such  man- 
ufacturer complies  with  the  requirements  of  paragraph  (2). 

(B)(i)  An  agreement  is  described  in  this  subparagraph  if  such 
agreement  requires  a  manufacturer  referred  to  in  subparagraph  (A) 
to  enter  into  one  or  more  pharmaceutical  pricing  agreements  with 
Federal  agencies  desiring  such  agreements  with  respect  to  any  drug 
or  biological  marketed  by  such  manufacturer  within  6  months  of 
the  date  of  the  enactment  of  this  title,  or,  if  such  a  pricing  agree- 
ment is  not  desired  by  a  Federal  agency  within  such  period,  within 
SO  days  after  such  Federal  agency  requests  such  a  pricing  agree- 
ment. 

(ii)  The  Administrator  shall  prescribe  procedures  under  which  a 
Federal  agency  shall  notify  a  drug  or  biological  manufacturer  that 
the  Federal  agency  desires  to  enter  into  a  pharmaceutical  pricing 
agreement  under  clause  (i). 

(2)  Any  manufacturer  of  a  drug  or  biological  first  marketed  after 
the  date  of  the  enactment  of  this  title  shall — 

(A)  within  2  months  after  the  date  such  marketing  begins — 

(i)  if  the  manufacturer  has  an  agreement  with  the  Ad- 
ministrator under  paragraph  (1)(AX  enter  into  an  amend- 
ment of  such  agreement  with  respect  to  such  drug  or  biolog- 
ical, or 

(ii)  if  the  manufacturer  does  not  have  an  agreement  with 
the  Administrator  under  paragraph  (1)(A),  enter  into  such 
an  agreement  with  respect  to  such  drug  or  biological;  and 

(B)  enter  into  pharmaceutical  pricing  agreement  with  respect 
to  such  drug  or  biological — 

(i)  within  2  months  after  the  date  such  marketing  begins; 

or 

(ii)  if  such  a  pricing  agreement  is  not  desired  by  a  Feder- 
al agency  within  such  3-month  period,  within  30  days  after 
such  Federal  agency  requests  such  a  pricing  agreement. 

(b)  Federal  Agencies. — Federal  agencies  described  in  this  subsec- 
tion are  as  follows: 
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(1)  The  Department  of  Veterans  Affairs  with  respect  to  sales 
to  the  Department  of  Veterans  Affairs  and  State  homes  receiv- 
ing funds  under  section  17Jfl  of  title  38,  United  States  Code. 

(2)  The  Department  of  Defense. 

(3)  The  Department  of  Health  and  Human  Services  with  re- 
spect to  sales  to  the  Public  health  Service  and  certain  clinics  de- 
scribed in  section  2145(a)  of  the  Public  Health  Service  Act. 

(c)  Pharmaceutical  Pricing  Agreements. — For  purposes  of  sub- 
section (a),  the  term  "pharmaceutical  pricing  agreement'^  means  an 
agreement  or  amendments  to  an  agreement  in  force  on  the  date  of 
the  enactment  of  this  title  with  any  Federal  agency  described  in 
subsection  (b)  or  with  the  Department  of  Health  and  Human  Serv- 
ices under  title  XIX  of  the  Social  Security  Act  regarding  pharma- 
ceutical pricing  and  subject  to  the  following  relevant  provisions: 

(1)  Subchapter  VI  of  chapter  81  of  title  38,  United  States 
Code. 

(2)  Section  1107  of  title  10,  United  States  Code. 

(3)  Section  1927  of  the  Social  Security  Act  (42  U.S.C.  1396r-8). 
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